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lam  responsible  for  (he  preparation  of  these  annual  financial  statements,  which  are  set  out  on  pages 

'  h  h^r  T\ of  Sect,on  126(1)  of  the  Municipal  Finance  Management  Act  and  which  t  have  signed 
on  beh  a  If  of  the  Mumci  pality  y 


I  certify  thal  the  salaries,  allowances  and  benefits  of  Councillors  as  disclosed  in  Note  29  and  30  of  these 
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_ faL 
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ACCOUNTING  OFFICER’S  REPORT 

1.  INTRODUCTION 


2. 


2.1 


The  201 7/18  financial  year  posed  many  challenges  and  obstacles  which  had  to  be  addressed  and 
accommodated  by  the  limited  financial  and  other  resources, 

I!1*  totrtrt  ar'd  'UP  ft a“9ned Wit*' the  ''isio,‘ 8nd  imPera,ives  of  national  government,  which 
dumgtfe  ^/^bu^et  ^  ^  **  "*  f°l'™'ln3  “"***  areaS'  Were 


i  he  eradication  of  backlogs  and  investment  in  infrastructure  for  basic  services  and  growth 
"  economic  growth  and  development  that  is  shared  and  creates  sustainable  jobs 

*  Building  safer,  more  secure  and  more  sustainable  communities 

*  The  deepening  of  democracy 

*  Fin  a  n  cia  I  via  bility  and  m  an  agement  of  resou  roes 

*  A  caring  and  effective  government 

*  Institutional  capacity  and  transformation 


JT  'mprOVeJd  ,®ervlfe  ddi“e,y  ar,d  tt1en  subsequently  realising  operational  efficiency 
f  '*  '*  aIso  ®nsured  lhf' the  deliverables  are  altaincd  in  a  sustainable  manner,  has  been  a 
huge  challenge  during  the  2017/19  financial  year. 

°r!  a<Jdf£Ssln9  unlimited  neecfs  within  constraints  of  limited  resources  has 
maximum  d  *  °  ian3e  ,n  lhe  we  d0  bu3iness  to  ensure  that  we  stretch  our  resources  to  the 


REVIEW  OF  OPERATING  RESULTS 


The  201  m  B  budget  of  Dihlabeng  Local  Municipality  was  approved  by  Council  in  May  2017 
General 


Details  of  the  2017/18  operating  results  and  classification  of  revenue  and 
included  m  the  Statement  of  Financial  Performance.  A  graphical  presentation 
results  is  shown  in  the  graph  below. 


expenditure  are 
of  the  operating 


The  overall  operating  results  for  the  year  ending  30  June  2017  are  as  follows 


lout)  tint)  000 
son  non  ooo 
fconooQ  ooo 
400  ooo  non 
200  ooo  ooo 

poouuu  000} 

H  00  000  000} 


OPERATING  RESULTS  2017/18 


.  BudjjpT 
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Original 
Budget  2017 

Adjusted 

Actual  2017 

Variance 
Actual  / 
Adjusted 
budget 

Actual 

2017 

Description 

R'000 

R’000 

R'DDO 

% 

Bmnn 

REVENUE 

Operating  revsnue  for  the  year 

69S  21 S 

719  442 

659  919 

-3.27% 

687  595 

698  216 

719  442 

659  919 

6S7  696 

EXPENDITURE 

Operating  expenditure  for  the  year 

Pair  value  adjustment 

Actuarial  Gains  t  (loss) 

Gem  on  Uisposat  of  assets 

690  216 

719  442 

^ —  — 

833  462 

114 

(16013) 

(3486) 

299 

16.64% 

761  717 

76 

Accumulated  surplus  i  (deficit) 

8  000 

. 

6S3  216 

71&442 

822  862 

761  793 

1 

1 

—  ' 

°f  1?  S%  Whlle  ,he  aetual  «*"*  of  the 

Iccmc?6^  'iCe"SeS  3"d  (19%>  services  (18%),  other 

The^argeBt  increase  on  expenditure  occurred  on  depreciation  (44%).  contracted  services  (46%)  finance  cost 
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2.2  Operating  Revenue 

The  following  grsph  indicates  a  breakdown  of  the  largest  categories  nf  revenue. 

OPERATING  REVENUE  2017/18 


2.3  Operating  expenditure 

The  graph  below  indicates  the  break  down  per  main  expenditure  group 

OPERATING  EXPENDITURE  2017/2018 


M  Personnel 


■  Remuneration  of  councillors 
R  I  inane**  costs 

■  Debt  impairment 

■  Repairs  und  maintenance 
R BuJk  puic hasps 

Depreciation 


Other  ex ponses 


Dihlabeng  Local  Municipality 

Annual  financial  Statements  for  the  year  ended  30  June  2013 
Remuneration 


T  he  actual  expenditure  on  remuneration  expressed  as  a  percentage  of  the  total  expenditure 
shows  an  increase  from  28%  in  2016/17  to  29%  in  201 7/18.  These  figures  have  a  targe TmpaS 

aBoiannn'  ?apabll'"es  of  ,tle  municipality  The  total  remuneration  cost  and  the 

allocation  of  individual  items  in  a  remuneration  package  differ  from  municipality  to  municipality 
tor  example,  certain  municipalities  are  more  contract  intensive  whilst  others  might  be  more 
labour  intensive.  The  target  for  remuneration  as  a  percentage  of  expenditure  is  30% 


Description 

2017/18 

2016/17 

Total  operating  expenditure 

R'000 

R’000 

338  462 

761  717 

Total  operating  revenue 

659  913 

667  596 

Employee  remuneration 

240  143 

212  385 

Ratio:  %  of  total  expenditure 

28.64% 

27  88% 

Ratio:  %  of  total  revenue 

36,39% 

30.39% 

%  in/decrease  in  remuneration 

13.07% 

15.43% 

PERSONNEL  COSTS  vs  OPERATING 


EXPENDITURE 


i  ooo  non  ooo 
SCO  ooo  ono 
eoo  ooo  ooo 
400000  000 
200  000  EXJG 


cs  Salsffas 

■  Tot  .il  PXJJBTI  H*i 


201 7/1  a 
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Government  grants  and  subsidies 


I  he  following  table  and  graph  show  the  amounts  received  in  terms  of  grants  contributions  and 
subsidies  from  the  Central  Government  end  the  Free  Stale  Provincial  Government  which  have 

ilPrirl  inr’Ti  1H0H  ft  IK.-.  _ _  '  IMVI(  " 


Description 

2017/IE 

2016/17 

Equitable  share 

DWA  Grant 

EPWP  Grant 

Grant  Recurrent  financial  support 

GOGTA  Financial  assistance 

Library  Grant 

MiG 

124  304  000 
31  740  013 

1  000  ooo 

1  325  000 

1  352  210 

2  334  OOO 
36  S92  000 

125  216  000 
41  483  471 

1  ooo  000 

2  530  000 

0 

2  000  000 
37  428  000 

109  255  223 

209  662  471 

GOVERNMENT  GRANTS  &  SUBSIDIES 


2017/18 


□  Equitable  share 
BDWA  Grant 

El  EPWP  Grant 

Grant  Recurrent  financial 
support 

B  GOGTA  Financial  assistence 

□  Library  Gram 
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Dihlabeng  Local  Municipality 

Annual  Financial  Statements  for  the  year  ended  30  June  2018 
Long  service  awards 


Dihlabeng  Local  Municipality 

Annual  Financial  Statements  for  the  year  ended  30  June  2018 

3,  DEBTORS 


4, 


The  following  is  an  indication  of  the  effectiveness  of 
ability  lo  convert  debtors  inlo  cash: 


credit  control  measures,  as  well  as  the 


Description 

2017/IB 

2016/17 

Consumer  debtors 

530  871  942 

473  010  200 

Balance  on  1  July 

649  356  807 

627  375  389 

Balance  on  30  June 

755  328  7R1 

549  856  885 

Average  balance 

702  592  834 

638  616  137 

Days  in  the  financial  year 

355 

365 

Turnover:  Number  of  days 

483 

492 

Turnover  Number  of  times  (levics/avergqe  balance) 

0.76 

0,74 

?01fi/i7  Thb  hi,  hBl. the  ™Jnlbei'  of  da^  *°  reeQver  increased  from  492  to  483  since 
.016/1 7.  This  high  turnover  has  serious  implications  on  the  cash  flow  of  [he  Municipalliv  A 

collection  rate  calculated  on  the  total  levies  for  a  period  compared  to  [he  total  navmente 
received  during  the  same  period  is  used  to  measure  revenue  recovery.  The  credit  contra!  by 
law  and  the  actions  taken  in  lerms  of  the  bydaw  started  producing  better  results  Measures 

imoar^nn  ihl  P  ^  <0  recouer  rhe  dcbts  arid  the  ^  aciions  taken  are  starting  to  have  an 
impact  on  the  poor  payment  culture  within  our  municipaiity  The  increase  in  debtors  has  a 
serious  impact  on  the  going  concern  of  the  municipal^  '  aeDl0rS  h35  a 


CAPfTAL  EXPENDITURE  AND  FINANCING 


The  Municipality's  original  approved  Capital  Expend 
R69.6  million  and  was  accepted  by  National  Treasury, 


iture  Budget  for  2017/18 


amounted  to 


Of  these  funds  the  MIG  funding  of  R36  8  million 
R31.7  million  was  spent  from  DWA  funding 


was  spent  in  [he  2017/18  financial  year  and 


Conclusion: 


MntaiTrZ^iihe  ac,ual  cx1pendilure  *° the  bu<,9etecf  expenditure  the  financing  source  of 

SildPZgTSptL3an  role- Thc  fundi"9  from  own  sources  ca" 


-  The  raising  of  loans 
♦  The  cash  flow  of  the  Municipality 
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Dihlabeng  Local  Municipality 

Annual  Financial  Statements  for  the  year  ended  30  June  201  f! 

5.  ACCOUNTING  RATIOS 

Current  asset  ratio 


This  ratio  mainly  involves  the  financial  resources  used  in  the  operating  cycle  of  a  local  authority. 
.  peratmg  capital  represents  the  surplus  of  current  assets  over  current  liabilities  This  is  a 
“fi,r when  determining  the  ability  to  fund  operating  expenditure.  This  ratio  measures 
the  extern  to  which  the  currant  liabilities  are  covered  by  the  current  assets.  A  larger  coverage 
means  a  lower  risk  since  short-term  debt  can  be  paid  out  of  short-term  assets.  The  following 
table  shows  the  calculation  of  the  Operating  capital  ratio.  g 


Description 

201 7/1 8 

20 1 671 7 

CURRENT  ASSETS' 

Cash 

Inventory 

Consumer  Debtors 

Receivables  from  exchange  transactions 

Receivables  From  n on  exchange  transactions 

Other  financial  assets 

Other  receivables  from  exchange  transactions 

VAT  Rfcdevabte 

Total 

CURRENT  LIABILITIES: 

Creditors 

Unspent  conditional  grants  and  redepts 

Other  financial  liabilities 

Taxes  and  transfers  payable 

Consumer  deposits 

Overdrawn  cash  book  balance 

1  63d  244 

1  563  579 
50  321  576 
12  412  900 
a  173 148 

1  125  441 

2  547  248 
20  526  620 

181  119 

1  639  395 
G3  286  604 
17  958  034 

6  725  118 

1  055  063 
333  423 
14  476  162 

98  300  756 

95  657  1 1B 

402  400  572 

4  B21  107 

7  380  924 

335  252  562 

4  163  573 

6  652  284 

4  239  871 

414  602  603 

350  306  290 

Current  asset  Ratio 

{316  301  847) 
0.27  .  1 

(254  651  1 72) 
0.36  .  T 

I™t  H?C^ed^l9ht,y  SinCG  201 6/1 7-  This  1*  due  to  the  fact  that  the  current  liabilities 
increased  by  18%  whilst  the  current  assets  increased  with  3%  The  impact  in  current  assets 
can  rna'^y  be  ascribed  to  the  targe  provisions  that  had  to  bo  made  towards  debt  impairment  of 
Iby  million,  which  equates  to  R  13.25  million  per  month,  more  than  our  bulk  efectricitv 

purchases  per  month  The  municipaliiy  has  priorilised  this  fact  of  its  business  to  ensure  the 
sustainability  of  the  municipality. 


1  he  private  senior  sets  a  ratio  of  3  1 
is  currently  not  available. 


as  being  acceptable,  however  a  norm  for  local  government 
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Dihlabeng  Local  Municipality 

Annual  Financial  Statements  for  the  year  ended  30  June  2018 

Quick  asset  ratio  (Acid  test) 


5.3 


L 1 !  1!  m°IC  acc^fate  test  of  a  |Q^'  authority's  abiliiy  to  settle  its  short-term  debt  When 

mate  fJi  Ind °n  *  aS^ets ,that  can  converted  into  cash  are  taken  into  account  Since 
at.  a  I  and  stock  are  tor  the  local  authority  s  own  use  and  are  not  for  sale,  they  are  not 
included  tn  the  calculations.  The  private  sector  sets  a  ratio  of  1:1  as  being  acceptable  The 
figures  that  follow  reflect  the  Municrpaltiy's  quick  asset  ratio  for  the  following  years: 


DESCRIPTION 

2017/18 

2016/17 

Currant  assets 

£18  300  756 

95  657  118 

Less  Inventory 

1  563  579 

1  639 
395 

total 

56  737  177 

94  017  723 

Current  IjahiiittRs 

414  602  603 

350  30S  290 

Quick  asset  ratio 

0.27  :  1 

0.36:1 

i  he  ratio  decreased  is  due  to  increase  in  the  current  liabilities,  serious  attention  will  be  required 
to  increase  the  ratio  even  further  in  this  area  to  ensure  the  going  concern  of  the  municipality 

Solvability 


In  this  ratio,  the  total  assets  are  compared  to  the  total  liabilities,  and  it  shows  the  ability  of  the 

Its  ob'«f  to™  in  the  Jong  term  A  ratio  of  less  than  one  is  an  indication  of 
insolvency.  The  following  (able  shows  the  calculation  of  the  solvency  ratio. 


DESCRFPTtQN 

2017/18 

201  E/1 7 

TOTAL  ASSETS: 

Current  assets 

Non-curren  t  assets 

Total 

TOTAL  LIABILITIES: 

Current  liabilities 

Plus:  Long-term  loans 

Non-current  provisions 

Total 

90  360  756 

1  893  280  562 

95  657  1 18 

1  988  185  356 

1  991  561  318 

2  053  842  474 

414  602  603 

34  791  545 

2  791  521 

350  303  296 

37  245  635 
2612 
117 

452  185  669 

390  366  042 

Solvability  Ratio 

5.27  :  1 

6.51  :  1 

1*1  1  ffff  °j..the  Mun|c1Pa|rty  remain  more  or  less  the  same  in  the  curreni  financial  year 
WT  O  the  to, a i  Stabilities  increased  with  16%  resulting  tn  a  decrease  in  the  solvability  ratio  as 
plated  above  Non-current  assets  decreased  with  3.31%  while  external  loans  decreased  with 


15 


Dihlabeng  Local  Municipality 

Annuaf  Financial  Statements  for  the  year  ended  30  June  2018 

5  4  Total  debt  to  total  revenue  ratio 


5.5 


5.6 


5.7 


According  to  rating  companies.  the  benchmark  for  local  government  is  a  ratio  of  less  than 

the  facnha  Uhl  6^4%  10  e%  Sinc*  2016/17.  This  decrease  can  be  ascribed  to 

a  debt  decreased  with  12%  in  relation  to  the  increase  of  1%  in  total  revenue. 


DESCRIPTION 

2017/18 

2016/17 

Total  debt 

Total  revenue 

Ratio 

39  612  662 

659  913  083 

45  649  079 

637  595  806 

6.00% 

6,64% 

Cashbook  balance  plus  short-term  bans  to  total  operating  revenue 


descr/ption 

2017/18 

2016/17 

Short  term  deb! 

1  Toiei  revenue 

Ratio 

4  821  107 

659  913  083 

8  403  444 

687  595  80S 

0,73% 

1,22% 

According  to  credit  rating  companres.  the  benchmark  is  a  ratio  of  Jess  n iqn  <w 
™  dae  ,0  *  impr_  in  the  wgalivs  cash  bo*  £££ 


Cash  to  interest  coverage 


cash  flow  problems  The  ratio  for  the  past  two  financial  years  is  as  foNoVs: 


DESCRIPTION 

2017/18 

2016/17 

Cash  generated  iram  operations  (Nett  cash  flow) 

Interest  paid  on  external  loans 

Raiio 

77  563  453 

21  216  132 

63  186  549 

16  698  775 

4,64  1 

3.70  :  1 

sh™sta"  ,ncreasc  as  lhe  ,nterest  Pa,d  on  external  loans  increased  with  27%  8r)d  the 
c-  i  generated  from  operations  shows  a  25%  increase  since  201  S/1 7 


Net  debtors  to  total  annual  operating  revenue 


DESCRIPTIONS 

2017/18 

2016/17 

Annual  opening  revenue 

Debtors  (excluding  provision  far  bad  debt) 

Percentage 

659  913  083 

785  328  781 

8B7  595  806 

649  856  8B5 

114.46% 

94.51% 

This  ratio  had  an  increase  of  19.95% 


■it.  is  a  clear  indication  that  the  debt  collection  process 


.  iu_  _  ■  ■  , -  u«ew  moicanon  tnat  the  d< 

or  the  municipality  has  problems  and  stilt  needs  to  he  improved  even  more 


Dihlabeng  Local  Municipality 

Annual  Financial  Statements  for  the  year  ended  30  June  20 IS 

6.  CHALLENGES  EXPERIENCED  DURING  2017/18 

®*1  GOING  CONCERN  ISSUES 

SS^f  *™^e™niCipa%  remains  an  ,5SUe  th3t  mana™‘  >°  address.  fee 

’  SUbfdieS  ec,uate  *°  29%  of  °ur  Ths  Nation  improved  by  1%  from 

lire  2016/17  financial  year  (i.e  30%).  Th.s  means  that  there  was  a  lesser  reliance  bv  the 
muntci  parity  on  government  grants.  * 

*  With  reference  to  5  2  (Quick  asset  ratio),  the  ratio  of  0.27  :  1  is  still  a  poor  given  the  norm  of 

doubtful  |ebts°  y  °UF  <feW°,S  Sli"  remainS  3  pmblem  herlce  fhe  laf3d  provision  for 

'  ?I:T,fT!V  T*?  b°°\  ba!arlce  pluS  3h°rt  P°rti°"  °{  lon3-term  debt  to  operating  revenue 
* ■ {s*cll0n  s  5  abov*>  ^ows  and  decrease  from  0.73%  (2016/17)  to  1  22%  (2017/18)  ^ 

*  Alth0LJ9h  Personnel  costs  are  within  the  norm  of  35%.  The  ratio  is  stilt  too  high  doe  to  the 

fi  ret>tand  the  mumc,paMV  should  make  alt  possible  efforts  to  reduce  it  to  al  least 

is8^^  IT'™6",*  <f,debt  Jn  [he  f'nancial  year  to  ensure  that  the  municipality 
is  a  b  le  to  meet  aJJ  its  f  mancia  I  Oblig  ati  on  s .  ( Refer  to  2 . 3  for  more  de  tart)  y 

*  As  discussed  above  from  the  accounting  officer's  report  and  the  submitted  fimnriai 

experiencing  financial  difficulties  as  current  liabilities  exceed 

^  f  by  '  consu™er  debtors  are  not  recovered  timeously  inability  to 

settle  accounts  payable  within  30  days  and  a  deficit  of  R 128  million  during  the  current  yea/ 

'  Wi,h  D,her  “  35  set  out  in  ,he 

eolicem  uncertainty  about  the  municipality's  ability  to  operate  as  a  going 

6,2  IMPLEMENTATION  OF  ACCOUNTING  STANDARDS 

l!^^U*mCipallry  h3d  t0  COlt!p,y  with  Ehe  accounting  framework  as  set  out  in  paranraoh  1  of  rh* 
.nuntmg  polices  as  contained  in  the  Annual  Financial  Statements  of  2017/ia  u,;,  arr*  , 

framework  was  determined  in  Directive  5  issued  by  fee 

APPRECtATiON 

Munidpa^Manaoer  CFO^t^"'8  °f  t6  May°fal  C™“-  C°“s.  office  of  fee 

2  m0nfeTa^“arendtea3?Augu“tre  5f3“S  "**  period  of 


BUSA  MOLATSELI 
MUNICIPAL  MANAGER 
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Dihlabeng  Local  Municipality 

Annual  Financial  Statements  for  the  year  ended  30  June  2010 


Statement  of  Financial  Position  as  at  30  June  2018 

Figures  in  Rand 


Assets 

Current  Assets 

Inventories 

Other  financial  assets 

Receivables  from  exchange  transactions 

Receivables  from  non -exchange  transactions 

VAT  receivable 

Trade  raceivabtes  from  exchange  transactions 
Trade  receivable  from  non-exchange  transactions 
Cash  and  cash  equivalents 


Non-Current  Assels 

Biological  assets  that  farm  part  of  an  agricultural  activity 

Investment  property 

Properly,  plant  and  equipment 

intangible  assets 

Heritage  assets 

Other  financial  assets 


Total  Assets 

Liabilities 

Current  Liabilities 
Other  financial  liabilities 
Payables  from  exchange  transactions 
Consumer  deposits 
Bank  overdraft 


No n- Current  Liabilities 
Other  financial  liabilities 
Employee  benefit  obligation 
Provisions 

Long  service  reave  award 


NotefsJ 

2018 

2D  17 
Restated* 

3 

1,663,579 

1,639,305 

4 

1,125.441 

1 .055.063 

5 

12,412.900 

17.05S.034 

6 

2,547,248 

333,428 

16 

20,526.620 

14,476,162 

7 

50.321,576 

53,288.804 

7 

8,173,146 

6,725,118 

8 

1,630,244 

181.119 

93,300,756 

95,657,118 

9 

3,231,570 

2,932,810 

10 

51,006,400 

51.996,400 

11 

1,769,560,971  1.854,158,388 

12 

1,686. 129 

2,343,92 4 

13 

46.260.000 

46. 260,000 

A 

537,492 

404.034 

1,393,250.562  1,956,185,356 

1,991,531,313  2,053.042,474 


14 

4,821.107 

4.163,573 

15 

402,400,572 

335.252.502 

17 

7.380,924 

6.652.284 

a 

- 

4.239.871 

41 4,802,603 

350,303,290 

14 

34,791,545 

37,245,635 

20 

21,981.000 

18,384,000 

19 

2.791.521 

2,812.117 

21 

1 5,500,000 

13,691,000 

75,073,066 

72,632,752 

489,675,669 

422,941,042 

1.501,905,649 

1,630,901 ,432 

1,501,905,649 

1. 630. 901 .432 

Total  Liabilities 
Net  Assets 
Accumulated  surplus 


Dihlabeng  Local  Municipality 

Annual  Financial  Statements  far  (he  year  ended  30  June  2018 

Statement  of  Financial  Performance 

Figures  in  Rartd 


Revenue 

Revenue  from  exchange  transactions 

Service  charges 
Rendering  of  services 
Rental  of  facilities  and  equipment 
Interest  received  {trading) 

Licences  and  permits 

Other  income 

Interest  received  -  investment 

Gain  on  dispose!  of  assets  and  liabilities 

Fair  value  adjustments  on  Investments 

Actuarial  gains 

Gain  on  biological  asset 

Dividends  received 

Total  revenue  from  exchange  transactions 

Revenue  from  non-exchange  transactions 

Taxation  revenue 
Property  rales 

Transfer  revenue 
Government  grants  and  subsidies 
Traffic  fines 

Total  revenue  from  non-exchange  transactions 
Total  revenue 

Expenditure 

Employee  costs 

Remuneration  uf  nounci  Hors 

Depreciation,  impairment  and  amortisation 

Finance  costs 

Debt  Impairment 

Bulk  purchases 

Contracted  services 

Loss  on  disposal  of  assets  anti  liabilities 

Actuarial  losses 

Loss  on  biological  assets  and  agricultural  produce 
General  expenses 

Total  expenditure 
Deficit  for  the  year 


Note(s) 

i  2016 

2017 

Restated' 

23 

336.962,652 

331,522,092 

1,519,625 

1,353,341 

24 

4,739.173 

4.466,319 

46.616,072 

46,370,363 

65,639 

69,041 

25 

2,9  1 7.946 

0,131,636 

26 

274,960 

- 

- 

447,271 

114,019 

76.145 

* 

1.920,000 

293,960 

26 

6.485 

8.264 

395,506,436 

395,870.978 

21 

140.553.140 

01.450,921 

23 

191, 693 ,517 

109,255,223 

1.210.932 

1,013,654 

333.467,639 

291,724,826 

22 

720,966,075 

837,595,306 

20 

(240,142.695) 

(212,384,802) 

30 

(16,329,665) 

(13,440,616) 

31 

(105,420.367) 

(73,321.534) 

32 

(21.216,132) 

(16,698,775) 

33 

{159. 554 ,8  06) 

(128,419,419) 

34 

(142,514.736) 

(152,294.859) 

35 

(3.670.634) 

(2,521.517) 

(15.013,476) 

- 

(3,466.000) 

- 

- 

(207,515) 

36 

(149,513.360) 

(162.429,263) 

(657,961,361) 

(761,717,307) 

(126,995,736) 

(74,121,501) 

Dihiabeng  Local  Municipality 

Annual  Financial  Statements  for  the  year  ended  30  June  20 IS 

Statement  of  Changes  in  Net  Assets 


Figures  in  Rand 


Accumulated  Total  net 
Surplus  assets 


Opening  balance  as  previously  reported 

Adjustments 

Correction  of  errors  -  Mote  45 

Balance  at  01  July  2016  as  restated* 

Changes  in  net  assets 
Deficit  for  the  year 

Total  changes 

Opening  balance  as  previously  reported 
Adjustments 

Correction  of  errots  -  Mole  45 

Restated*  Balance  at  01  July  2017  as  restated* 
Changes  rn  net  assets 
Deficit  foi  Ihe  year 

Total  changes 

Balance  at  30  June  2D1E 


1.703,120.1  IS  1.709.128,116 

(4  .IQS.  1fl3)  (4,105,183) 

1 , 705,0  2  2 ,933  1,705,022,933 

(74.121.501)  (74,121,501) 

(74.121.501)  (74,121.501) 
1 .  S35 ,0  05,518  1,635,000,618 

(4.105,183)  (4,105,183) 

1,630,901,435  1,630,901,435 

(128,005.788)  (123.095,766) 
(128.SS5.7aS)  (126,995,735) 

1.501, 905, 649  1,501,905,649 


Dlhlabeng  Local  Municipality 

Annual  Financial  Statement  for  the  year  ended  30  June  2013 

Cash  Flow  Statement 

Figures  fn  Rand 


Cash  flows  from  operating  activities 
Receipts 

Sale  of  goods  and  services 
G  ranis 

Interest  income 
Dividends  received 


Payments 

Employee  costs 
Suppliers 
Finance  ccsls 


Undefined  difference  compared  to  the  cash  generated  from  operations  note 
Net  cash  flows  from  operating  activities 

Cash  flows  from  Investing  activities 

Purchase  of  properly,  plan!  and  equipment 
Proceeds  from  sals  of  property,  plant  and  equipment 
Purchase  of  olher  intangible  assets 
Proceeds  from  sole  of  bioiogacal  assets 

Net  cash  flows  from  investing  activities 

Cash  flows  from  financing  activities 

Increase  of  other  financial  liabilities 
Net  cash  flows  from  financing  activities 

Net  increased e c roa se)  In  cash  and  cash  equivalents 
Cosh  and  cash  equivalents  at  the  beginning  of  the  year 

Cash  and  cash  equivalents  at  the  end  Of  the  year 


Note(s) 


40 


12 


8 


2018 

20  T7 
Restated' 

370,700,709 

191,603,517 

2,256,086 

8,435 

358,632,013 

194.255.223 

6,430.205 

8,264 

573,743,797 

550,334,795 

(256.472,360) 

(232,334,317) 

(21,216,132) 

(223,710,231) 

(244.292.454) 

(IG.608,775) 

(510,072.800) 

(484.701,460) 

303 

63,676,291 

74,633,335 

£57,189,249) 

(67,870,478) 

990.511 

658.963 

- 

(1.137,170) 

- 

106.648 

(56,190,738) 

(68,152,037) 

(1.795,557) 

(3,171,714) 

(1,796,567) 

(3,171,714) 

5,688,006 

3,309,584 

(4,058,752) 

(7.308,336) 

1,630,244 

(4,058,752) 

Dihlabeng  Local  Municipality 

Annual  Financial  Statements  for  (he  yea r  ended  3D  June  2016 


Statement  of  Comparison  of  Budget  and  Actual  Amounts 

Budget  on  Cash  Basis 


Figures  in  Rand 


Approved  Adjustments  Final  Budget  Actual  a  mourns  Difference 
budget  on  comparable  between  final 

basis  budget  and 
aclual 


Reference 


Statement  of  Financial  Performance 
Revenue 


Revenue  from  exchange 
transactions 


Service  charges 

Rendering  of  services 

Rental  of  Facilrties  and 
equipment 

Interest  received  (trading) 
Licences  and  permits 

Older  income 

Interest  received  -  investment 
Dividends  received 

Total  revenue  from  exchange 
transactions 

Revenue  from  non -exchange 
transactions 

Taxation  revenue 

Properly  rates 

Trans  For  revenue 

Government  giants  &  subsidies  - 
operational 

Lines,  Penalties  and  Forfeits 

Total  revenue  from  non¬ 
exchange  transactions 

Total  revenue 

392,643,000 

2,008.000 

41,040,000 

54,000 

5.604,000 

(10,000,000) 

3.400,000 

250,000 

i  382,843,006 

2,008,000 

41,045,000 

54,000 

9.004,000 

250,000 

33B.962.652 

1.519.625 

4.739,178 

48.616,972 

55.639 

2,917.946 

274,980 

8,485 

(45,660,340) 

1,519,625 

2,731,178 

7.570,972 

1,839 

(6,086,054) 

24.960 

8,485 

Ncte  54 
Note  54 
Note  54 

Note  54 
Note  54 
Note  54 

441,555,000 

(6,350,000) 

435,205,000 

395,095,457 

(40,109,543) 

152,203,000 

136,320,000 

2.070,000 

(5.000,000) 

(1.305,000) 

147,203,000 

134,964,000 

2,070.000 

140,553,140 

123,053.504 

1,210.982 

(6,649,860) 

(11,910,496) 

(659,010) 

Note  54 

Note  54 

Note  54 

290,602,000 

(6,365,000) 

284.237,000 

264,817,626 

(19,419,374) 

732,157,000 

(12,715,000) 

71 9,442,000 

869,913,083 

(59,528,917) 

Expenditure 

Personnel 

Remuneration  of  councillors 
Depreciation  and  amortisation 
Finance  costs 

Debt  Impairment 

Repairs  and  maintenance 

Bulk  purchases 

Contra  clad  Services 

General  Expenses 

(205.200.000) 

(13.040.000) 

(03,101,000) 

(10,100,000) 

(113,469,000) 

(23,931,000) 

(165,943.000) 

(25,526,000) 

(91,642,000) 

(27,133.000) 

(1,000,000) 

9,000,000 

5.032,000 

1 5,000.000 

12,616, ODD 

(232,333,000) 

(14,840,000) 

(74,101,000) 

(10,100,000) 

(108,437,000) 

(23,931.000) 

(150,948,000) 

(25,526,000) 

(79,226,000) 

(24(1,142,695) 
(16,329.665) 
(105.420.337) 
£21 .216,132) 
(159.654.806) 
(13,089,226) 
(142.514,736) 
(3.070,634) 
(136,454,124) 

(7,009,635) 

(1,469,665) 

(31,319,367) 

(11.116,132) 

(51,217,806) 

10,871,774 

8,433.264 

21,855,366 

(57,228,124) 

Note  54 

Note  54 

Natfi  54 

Nate  54 

Note  54 

Note  54 

Note  54 

Note  54 

Note  54 

Total  expenditure 

(732,157,000) 

12.715,1]  DO 

(719,442,000) 

(838.462,385) 

(119.020,365) 

Operating  deficit 

Loss  on  disposal  of  assets  and 

* 

- 

- 

(178,649,302) 

(1 78.549,302) 

liabilities 

(16,013,476) 

(16,013,476) 

Note  54 

Fair  value  adjustments 

Actuarial  gains/lasses 

- 

- 

- 

114.019 

114,019 

Note  54 

Gain  on  biological  assets  and 

(3,406.000) 

(3. 488.000) 

agricultural  produce 

298,960 

298,960 

Note  54 

Deficit 


(19,086,497)  (19,086,497) 

(197,635,799)  (197,635,799) 
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Dihiabeng  Local  Municipality 

Annua!  Financial  Statements  for  the  year  ended  30  June  201  a 


Statement  of  Comparison  of  Budget  and  Actual  Amounts 


budget  on  Cash  Basis 

Figures  In  Rand 

Approved  Adjustments 
budget 

Final  budget 

Actual  amounts 
on  comparable 
Oasis 

Difference  Reference 

between  final 
budget  and 
actual 

Transfers  recognised  -  capital 

69.281,000 

69,281,000 

06.640,013 

(640.987)  Mots  54 

Actual  Amount  on  Comparable 
Basis  as  Presented  in  the 
Budget  and  Actual 

Comparative  Statement 

69,281.000 

69,281 ,000 

(128,995,786) 

(198,276,786) 
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Dihlabeng  Local  Municipality 

Annual  Financial  Sfetemenls  for  the  year  ended  30  June  2016 


Statement  of  Comparison  of  Budget  and  Actual  Amounts 

Budget  on  Cash  Basis 

Figures  in  Rand 

Approved 

budget 

Adjustment  Final  Budge! 

Actual  amounts 
on  comparable 
basis 

Difference 
between  final 
budget  and 
actual 

Reference 

Statement  of  Financial  Position 

Assets 

Current  Assets 

Inventories 

817,009 

817,000 

1,553,579 

746,579 

Nofe  54 

Other  financial  assets 

1,060,000 

1,088,000 

1,125,441 

57,441 

Note  54 

Receivables  from  exchange 
transactions 

- 

- 

12,412.900 

12,412,900 

Note  54 

Receivables  from  non-exchange 
transactions 

- 

* 

2,547,246 

2,547,248 

Note  54 

VAT  receivable 

- 

- 

20,526.620 

20,528,620 

Note  54 

Consumer  debtors 

100,907,000 

-  100,907,000 

58.494,724 

(42,412,276) 

Note  54 

Cash  and  cash  equivalents 

155.000 

155,000 

1 .630,244 

1,475.244 

Note  64 

102,947,000 _ -  102,947,000  00,300,756  (4,646,244) 


Non-Current  Assets 
Biological  assets  that  form  pari 
of  an  agricultural  activity 
Investment  property 
Property,  plant  and  equipment 
Intangible  assets 
Heritage  assets 
Other  financial  assets 


Total  Assets 


4.309,000  *  4,309,000  3,231.570  (1,077,430)  Mole  54 

66,736.000  -  66,735,000  51 .990,400  (34,738,600)  Note  54 

2.079,043.000  956.010.000  3,036,981,000  1,789.568.971(1,248,392,028)  Note  54 

79,000  73,000  1.686,129  1,807.129  Note  54 

46,260,066  46,260,000  Note  64 

1,050.006 _  1,050,000  537,492  (512,508)  Note  54 

7,1 72,118,000  950,018,000  3,1 20,1 34,000  1 ,893,280,562  (1 .234,853,430) 
2.275,063,000  956,018,000  3,231,001,000  1,391 ,581. 31  8~[i , 239.439,082) 


Liabilities 


Current  Liabilities 

Other  financier  liabilities 
Payables  from  exchange 
transactions 
Consumer  deposits 


Nun -Current  Liabilities 
Oilier  financial  liabilities 
Employee  benefit  obligation 
Provisions 

Long  service  leave  award 


Total  Liabilities 
Net  Assets 

Net  Assets 


3.975,000 

274,807,000 


3,975,000  4.821,107  840,107  Note  64 

274,007.000  402.400,673  1 27,533.573  Note  54 


5.575.000 

284,367,000 


5,575,000  7,380,924  1.805,924  Note  64 

284 , 3  67  r0  00  41 4,602,  E04  130.245, 604 


49,635,000 

43,438,000 

49,835,000 
-  43,438,000 

34,791,545 

21,981.000 

2,791.521 

15,509,000 

(15,043,455) 

(21,457,000) 

2,791.521 

15,509,000 

Note  54 
Note  54 
Note  54 
Note  54 

93,273,000 

93,273,000 

75,073,066 

(18,199,934) 

377,630,000 

-  377,030,000 

408,875.670 

112,045,670 

1,897,433,000 

956,018,000  2,853.451,000 

1 ,501,905,648  |1 ,351,545.352) 

Net  Assets  Attributable  to 
Owners  Of  Controlling  Entity 

Reserves 

Accumulated  surplus  1,897,433,009  956,018.000  2,853,451,000  1,501,905,649  [1.351.546,351)  Note  54 
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Dihlabeng  Local  Municipality 

Annua!  Financial  Statements  for  the  year  ended  30  dune  201 S 

Accounting  Policies 


1r  Presentation  of  Annual  Financial  Statements 

The  annual  financial  statements  have  been  prepared  in  accordance  with  the  Standards  of  Generally  Recognised 
Accounting  Practice  (GRAP).  issued  by  the  Accounting  Standards  Hoard  In  accordance  with  Section  122(3)  of  Ihe  Municipal 
Finance  Management  Act  (Act  56  of  2003), 

These  annual  financial  statements  have  been  prepared  on  an  accrual  basis  of  accounting  and  are  in  accordance  with 
historical  cost  convention  as  ihe  basis  of  measurement,  unless  specified  otherwise.  They  are  presented  in  South  African 
Rand  and  is  rounded  to  Ihe  nearest  rand, 

A  summary  of  Ihe  significanl  accounting  policies,  which  have  been  consistently  applied  in  the  preparation  Of  these  annual 
financial  statements,  are  disposed  below, 

1.1  Presentation  currency 

These  annuat  financial  statements  are  presented  in  South  African  Rand,  which  is  the  functional  currency  of  Ihe  municipality. 

1.2  Going  concern  assumption 

These  annual  financial  siatemente  have  been  prepared  based  on  the  expectation  lhat  ihe  municipality  will  continue  to 
Operate  as  a  going  concern  for  at  least  Ihe  next  12  monlhs. 

1.3  Sign  if  i  c  a  n  l  ju  d  geme  nts  a  n  rf  s  ou  roes  of  estimation  unce  rta  i  nty 

In  preparing  the  annual  financial  statements,  management  is  required  to  mate  estimates  and  assumptions  ihat  affect  the 
amounts  represented  in  the  annual  financial  statements  and  related  disclosures.  Use  Of  available  in  formal  ion  and  (he 
application  of  jndgemenl  is  inherent  in  the  formation  of  estimates.  Actual  results  in  the  fuiurs  oould  differ  from  those 
estimates  which  may  bo  material  to  the  annual  financial  statements.  Significant  judgements  include: 

Trade  receivables 

The  municipality  assesses  its  trade  receivables  for  impairment  at  the  end  of  each  reporting  period,  in  determining  whether 
an  impair  men  |  loss  should  be  recorded  in  surplus  a;  cfelicit.  the  municipality  makes  judgements  as  to  whether  (here  is 
observable  data  indicating  a  measurable  decrease  in  the  estimated  future  cosh  (lows  from  a  financial  asset 

The  impairment  for  trade  receivables  is  calculated  on  a  portfolio  basis,  based  on  histoiicai  loss  ratios,  adjusted  for  national 
and  industry -specific  economic  conditions  and  other  indicators  present  at  ihe  reporting  date  that  correlate  with  defaults  an 
the  portfolio.  These  annual  toss  ratios  are  applied  to  loon  balances  in  ihe  portfolio  and  scaled  to  the  estimated  loss 
emergence  period. 

Fair  value  estimation 

Tl"te  fair  value  of  financial  instruments  traded  in  active  markets  [such  as  trading  and  avail  able -for-sate  securities)  is  based 
on  quoted  market  prices  at  the  end  of  ihe  reporting  period.  The  quoted  inarkel  price  used  for  financial  assets  held  by  the 
municipality  is  the  current  bid  price. 

1  he  fair  value  of  financial  instruments  that  are  not  baited  in,  an  active  market  (for  example,  over-lhc  counter  derivatives)  is 
determined  by  using  valuation  techniques.  The  municipality  uses  a  variety  of  methods  and  makes  assumptions  that  are 
based  on  market  conditions  existing  at  the  end  of  each  reporting  period.  Quoted  market  pi  ices  or  deafer  quotes  for  simitar 
instruments  are  used  fur  long-term  debt.  Other  techniques,  such  as  estimated  discounted  cash  flows,  are  used  to  determine 
fair  value  for  the  remaining  financial  instruments.  The  fair  value  of  interest  rate  swaps  is  calculated  as  the  present  value  of 
ihe  estimated  future  cash  flows.  The  fair  value  of  forward  foreign  exchange  conlracls  is  determined  using  quoted  forward 
exchange  rates  at  the  end  of  Ihe  reporting  period. 

The  carrying  value  less  impairment  provision  of  trade  receivables  artd  payables  are  assumed  to  approximate  their  fair 
values.  The  fair  value  of  Financial  liabilities  for  disclosure  purposes  is  estimated  by  discounting  the  future  contractual  cash 
flows  at  Ihe  currenl  market  interest  rate  ihat  is  available  to  the  municipality  for  similar  financial  instruments 
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Dihlabeng  Local  Municipality 

Annual  Financial  Statements  for  the  year  ended  30  June  2018 

Accounting  Policies 


1.3  S  i  g  n  i  f  I  c  a  n  t  ju  d  g  em  o  n  ts  a  nd  sou  roes  of  estimati  o  n  Lin  ce  rta  I  nty  (contfn  UOd ) 

Impairment  testing 

The  recoverable  amounts  of  cash -£jen eraEing  units  and  individual  assets  have  been  determined  based  on  the  higher  of 
value-in-use  calculations  and  fair  values  less  costs  in  sell  These  calculations  require  the  use  of  estimates  and 
assumptions.  It  is  reasonably  possible  that  the  useful  life  assumption  may  change  which  may  then  impact  our  estimations 
and  may  then  require  a  material  adjustment  to  the  carrying  value  of  goodwill  and  tangible  assets. 

The  municipal  it  v  reviews  end  tests  the  carrying  value  of  assets  when  events  or  changes  in  circumstances  suggest  that  I  lie 
carrying  amount  may  not  be  recoverable,  In  addition,  goodwill  is  tested  on  an  annual  basis  for  impairment.  Assets  are 
grouped  at  Ihe  lowest  level  for  which  idenlifiable  cash  flows  are  largely  independent  of  cash  flows  of  other  assets  and 
liabilities.  If  there  are  indications  that  impairment  may  have  occurred,  estimates  are  prepared  of  expected  future  cash  flows 
for  each  group  of  assets.  Expected  future  cash  flows  used  to  determine  the  value  in  use  of  goodwill  and  tangible  assets  are 
inherently  uncertain  and  could  materially  change  over  lime. 

Provisions 

Provisions  wore  raised  and  management  determined  an  estimate  based  on  the  information  available  Additional  disclosure 
of  those  estimates  of  provisions  are  included  in  note  19  -  Provisions. 

Useful  lives  of  waste  and  water  network  and  other  assets 

The  municipality's  management  determines  the  estimated  useful  lives  and  related  depreciation  charges  for  the  waste  water 
and  water  networks.  This  estimate  is  based  on  industry  norm.  Management  will  increase  ihe  depreciation  charge  where 
useful  lives  are  less  than  previously  estimated  useful  lives. 

Post  retirement  benefits 

The  present  value  of  the  posl  reliremenl  obligation  depends  on  a  number  of  factors  that  are  determined  on  an  actuarial 
basis  using  a  number  of  assumptions.  The  assumptions  used  in  determining  the  no!  cost  (income)  include  the  discount 
rate,  Any  changes  in  these  assumptions  will  impact  on  the  carrying  amount  of  post  retirement  obligations. 

The  municipality  determines  the  appropriate  discount  rate  at  Ihe  end  of  each  year.  This  is  Ihe  interest  rate  that  should  be 
used  to  determine  the  present  value  of  estimated  future  cash  outflows  expected  to  be  required  to  settle  the  pension 
obligations.  In  determining  ihe  appropriate  discount  rate,  the  municipality  considers  the  interest  rates  of  high-quality 
corporate  bonds  thal  are  denominated  fn  the  currency  in  which  the  benefits  will  be  paid,  and  that  have  terms  Id  maturity 
approximating  Ihe  terms  of  the  related  pension  liability. 

Other  key  assumptions  for  pension  obligations  are  based  on  current  market  conditions.  Additional  information  is  disclosed 
in  Note  20. 

Effective  interest  rate 

The  municipality  used  the  prime  interest  rate  to  discount  future  cash  flow?; 

Allowance  for  doubtf  ul  debts 


On  debtors  an  impairment  loss  is  recognised  in  Surplus  and  deficit  when  (here  is  objective  evidence  that  it  is  impaired  The 
impairment  is  measured  as  the  difference  between  the  debtois  carrying  amount  and  the  expected  recoverable  amounts 
1  he  recoverable  amount  is  calculated  by  dividing  the  consumer  debtors  into  categories  based  on  their  peyment  history  and 
the  impairment  is  then  done  on  Ihe  outstanding  days  at  year-end. 

1 .4  Biological  assets  that  form  part  of  an  agricultural  activity 

The  entity  recognises  a  biological  assets  that  form  pail  of  an  agricultural  activity  or  agricultural  produce  when,  and  only 
when: 

-  the  entity  controls  the  asset  as  a  result  of  past  events; 

*  ii  is  probable  that  future  economic  benefit  or  service  potential  associated  with  the  asset  will  flow  to  the 
municipality;  and 

*  the  fair  value  or  cost  of  the  asset  can  be  measured  reliably. 

Biological  assets  that  form  part  of  an  agricultural  activity  are  measured  at  their  fair  value  less  costs  (o  sell. 
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1.4  Biological  assets  that  form  part  of  an  agricultural  activity  (continued!) 

The  fair  value  nf  livestock  is  determined  based  on  market  prices  of  livestock  of  similar  age,  breed,  and  gfcuelic  merit 

A  gain  or  toss  arising  on  initial  recognition  of  biological  assets  I  hat  form  pan  uf  dn  agricultural  activity  or  agricultural  produce 
at  fair  vorue  less  costs  to  sell  and  from  a  change  in  fair  value  toss  costs  to  sell  of  a  biological  assels  trial  form  part  of  an 
agricultural  activity  is  included  in  surplus  or  deficit  for  the  period  in  which  it  arises. 

Where  market  determined  prices  or  values  are  not  available,  the  present  value  cf  the  expected  net  cash  inflows  from  the 
asset,  discounted  at  a  current  market-determined  pre-tax  rate  where  applicable  ep  used  to  determine  fair  value. 

Where  fair  value  cannot  be  measured  reliably,  biological  assets  are  measured  at  cost  less  any  accumulated  depreciation 
and  any  accumulated  impairment  tosses. 

1.5  Investment  property 

Snveslment  property  is  property  (land  Ora  building  -  or  part  of  a  building  -  or  both)  held  to  earn  rentals  or  for  capital 
appreciation  or  both,  rather  than  for: 

*  use  in  the  production  or  supply  of  goods  or  services  or  for 
■  administrative  purposes,  or 

*  sale  in  the  ordinary  course  of  operaliens. 

Owner- occupied  property  ek  property  held  for  use  in  the  production  or  supply  of  goods  or  services  or  for  admini  sirs  live 
purposes. 

Investment  property  is  recognised  as  an  asset  when,  it  is  probable  that  the  future  economic  benefits  cr  service  potential  that 
are  associated  wilh  the  mveslmenl  properly  will  flow  to  (he  municipality,  and  Ihe  cost  or  fair  value  of  the  investment  property 
can  he  measured  reliably. 

Investment  property  is  initially  recognised  at  cost.  Transaction  costs  are  included  in  (he  initial  measurement. 

Where  investment  properly  is  acquired  through  a  non-exchange  transaction,  its  cost  is  its  fair  valuer  as  at  the  date  of 
acquisition. 

Costs  include  costs  incurred  initially  and  costs  incurred  subsequently  to  add  to,  or  to  replace  a  part  of,  or  service  a  property. 
If  a  replacement  part  is  recognised  in  toe  carrying  amount  of  the  investment  property,  the  carrying  amount  of  the  replaced 
part  is  derecognised. 

Fair  value 

Subsequent  \q  initial  measurement  Investment  property  is  measured  at  fair  value. 

The  fair  value  of  investment  property  reflects  market  conditions  at  the  reporting  date. 

A  gain  or  loss  arising  from  a  change  in  fair  value  is  included  in  net  surplus  ui  deficit  for  Ihe  period  in  which  it  arises 

If  the  entity  determines  that  the  fair  value  of  an  investment  properly  under  construction  is  not  reliably  determinable  but 
expects  the  fair  value  of  Ihe  property  to  be  reliably  measurable  when  construction  is  complete,  it  measures  that  irveslment 
property  under  construction  at  cosl  until  Hither  i!&  fair  value  becomes  reliably  determinable  or  construction  is  completed 
(whichever  is  earlier),  it  the  entity  determines  that  the  fair  value  of  on  investment  property  (other  than  an  investment 
property  under  construction)  is  not  reliably  determinable  on  a  continuing  basts,  (lie  entity  measures  to  at  investment  property 
using  the  cost  model  (as  per  toe  accounting  policy  on  Property,  plant  and  equipment).  The  residual  value  of  the  investment 
property  is  then  assumed  to  be  zero.  The  entity  applies  the  cost  model  (as  per  the  accounting  policy  on  Property,  plant  and 
equipment)  until  disposal  of  the  investment  property. 

Once  the  entity  becomes  able  to  measure  leliably  Ihe  fait  value  of  an  investment  property  under  construction  that  has 
previously  been  measured  al  cost,  it  measmes  that  property  al  its  fair  value.  Once  cons! rue! ion  of  (hat  properly  is  complete, 
il  is  presumed  that  fair  value  can  be  measured  leliHbly.  If  this  is  nol  the  case,  (he  property  ts  accounted  for  using  the  cost 
model  in  accordance  with  the  accounting  pclrcy  on  Property,  plant  and  equipment 
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T.8  Property,  plant  and  equipment 

Properly,  plan!  and  equipment  are  tangible  non-current  assets  (including  infrastructure  assets)  (hat  are  held  for  use  in  the 
production  or  supply  of  goods  nr  services,  rental  (a  others,  or  for  administrative  purposes,  and  are  expected  to  be  used 
during  more  Ihpn  one  period 

The  cost  or  an  Item  of  property,  plan!  end  equipment  is  recognised  as  an  asset  when: 

1  it  is  probable  that  future  economic  benefits  or  service  potential  associated  wild  the  item  will  flow  to  the 
municipality;  and 

*  I  he  cost  of  the  item  can  be  measured  reliably. 

Property,  plant  and  equipment  is  initially  measured  at  cosl 

The  cosl  of  an  item  of  props rly.  plant  and  equipment  is  Ihe  purchase  price  and  other  costs  attributable  (o  bring  (he  asset  to 
Ihe  location  and  condition  necessary  for  it  to  be  capable  of  opera) ing  in  the  manner  intended  by  management.  Trade 
discounts  and  rebates  are  deducted  in  arriving  at  the  cost. 

Where  an  asset  is  acquired  through  a  non-exchange  transaction,  its  cost  is  its  fair  value  OS  at  date  of  acquisition 

Where  an  item  of  property,  plant  and  equipment  is  acquired  in  exchange  for  a  non  monetary  asset  or  monetary  assets,  or  a 
combination  of  monetary  and  norr-monetary  assets,  the  asset  acquired  is  initially  measured  at  fair  value  (the  cost).  It  the 
acquired  item's  fair  value  was  not  determinable,  It's  deemed  cost  is  the  carrying  amount  of  the  assetfc)  given  up. 

When  significant  components  of  an  item  of  property,  plant  and  equipment  have  different  useful  Eivas,  (hey  are  accounted  for 
as  separate  items  (major  components)  □(  property,  plant  and  equipment, 

Costs  include  costs  incurred  initially  to  acquire  or  construct  on  item  Of  property,  plant  and  equipment  and  costs  incurred 
subsequently  to  add  to.  replace  part  of.  or  service  it  If  a  replacement  cosl  is  re  cognised  in  the  carrying  amount  of  an  item  of 
property,  plant  and  equipment,  the  carrying  amount  of  Ihe  replaced  part  is  derecognised. 

The  initial  estimate  of  the  costs  Of  dismantling  and  r  a  moving  Ihe  item  and  restoring  the  sile  on  which  i|  is  located  is  also 
included  in  the  cost  of  property,  plant  and  equipment,  where  the  enlity  is  obligated  Ic  incur  such  expenditure,  and  where  the 
obligation  arises  as  a  result  of  acquiring  the  asset  or  using  it  for  purposes  other  than  the  production  of  inventories. 

Recognition  of  costs  in  the  carrying  amount  of  an  item  of  properly,  plant  and  equipment  ceases  when  the  item  is  in  ihe 
location  and  condition  necessary  for  it  to  be  capable  Of  operating  in  Ihe  manner  intended  by  management. 

Items  such  as  spare  parts,  standby  equipment  and  servicing  equipment  are  recognised  when  they  meat  the  definition  of 
property,  plant  and  equipment. 

Major  inspection  costs  which  are  a  condition  of  continuing  us  a  nl  gn  item  of  properly,  plant  and  equipment  and  which  meel 
the  recognition  criteria  above  are  included  as  a  replacement  in  Ihe  cost  Of  the  item  of  properly  plant  and  equipment  Any 
remaining  inspection  costs  from  the  previous  inspection  are  derecognised. 

Properly,  plant  and  equipment  is  carried  al  cost  Jean  accumulated  depreciation  and  any  impairment  losses. 

Revaluations  are  made  with  sufficient  regularity  such  that  ihe  carrying  amount  does  not  differ  materially  from  that  which 
would  be  determined  using  fair  value  at  the  end  of  the  reporting  period. 

'When  an  item  of  property,  plant  and  equipment  is  revalued,  any  accumulated  depreciation  at  the  date  of  the  revaluation  is 
restated  proportionately  with  the  change  in  the  gross  carrying  amount  of  the  asset  so  that  Ihe  carrying  amount  Of  the  asset 
after  revaluation  equals  its  revalued  amount. 

When  an  item  of  property,  plant  and  equipment  is  revalued,  any  accumulated  depreciation  at  the  date  of  the  revaluation  is 
eliminated  againsl  I  tie  gross  carrying  amounl  of  the  asset  and  Ihe  net  amount  restated  lo  Ihe  revalued  amount  of  the  asset. 

Any  increase  in  an  asset's  carrying  amount,  as  a  result  of  a  revaluation,  is  credited  directly  to  a  revaluation  surplus  Trie 
increase  is  recognised  in  surplus  or  deficit  to  the  extent  that  it  reverses  a  revaluation  decrease  of  the  same  asset  ore viuuslv 
recognised  in  surplus  or  deficit 

Any  decrease  in  an  asset’s  carrying  amount,  as  a  result  of  a  revaluation,  Is  recognised  in  surplus  or  deficit  In  the  current 
period.  The  decrease  is  debited  directly  to  a  revaluation  surplus  to  the  extent  of  any  credit  balance  exi sling  in  the 
revaluation  surplus  in  respect  of  that  asset. 
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1  -6  Props  rty,  pla  nt  a  nd  eq  ui  pme  nt  fc  onti  nil  e  d) 

The  revaluation  surplus  in  equity  related  to  a  specific  item  of  properly,  plant  and  equipment  is  transferred  directly  to  retained 
earnings  when  the  asset  is  derecognised 

Tfio  revaluation  surplus  an  equity  related  to  a  specific  item  of  property,  plant  and  equipment  is  transferred  directly  to  retained 
earnings  as  ihe  asset  is  used.  The  amount  transferred  is  equal  to  fhe  difference  between  depreciation  based  on  the 
revalued  carrying  amount  and  depreciation  based  nn  the  original  cost  of  the  asset. 

Prop  any,  plant  and  equipment  are  depreciated  on  the  straight  line  basis  over  their  expected  useful  lives  to  their  estimated 
residual  value. 

The  useful  lives  of  items  of  property,  plant  and  equipment  have  been  assessed  as  fotEows: 


Item 


Depreciation  method 


Community  assets  -  Buildings 
Community  assets  -  Land 
Furniture  and  fixtures 
Motor  vehicles 
Infrastructure  -  Electrical 


Straight  line 


Average  useful  life 


5  -  SO  years 
Infinite 


Infrastructure  -  Roads 

Infrastructure  -  Sewer 

Infrastructure  -  Water 

Infra  structure  -  Solid  waste  ■  Land 

Inirastructure  -  Solid  waste  -  Buildings 

land  owned 

Office  equipment 

Plant  and  equipment 

Railways 

Other  assets 


Straight  line 

5-22  years 

Straight  line 

5  -  22  years 

Straight  line 

5  -  50  years 

Straight  line 

7  SO  years 

Straight  lane 

5  -  50  years 

Straight  line 

5  - 1 00  years 
Infinite 

Straight  line 

5  -50  years 
Infinite 

Straight  line 

5  -22  years 

Straight  line 

2-37  years 

Straight  line 

5  -  50  years 

Straight  line 

5  -  22  years 

I  he  depreciable  amount  of  an  asset  is  allocated  on  a  systematic  basis  over  its  useful  lite. 


Each  part  of  an  item  of  property,  plant  and  equipment  with  a  cost  that  is  Significant  in  relation  to  the  total  cost  Of  the  item  is 
depreciated  separately. 


The  depreciation  method  used  reflects  the  pattern  in  which  the  asset's  future  economic  benefits  or  service  potential  are 
expected  to  be  consumed  by  the  municipality.  The  depreciation  method  applied  to  an  asset  is  reviewed  at  least  at  each 
reporting  date  and,  if  there  has  been  a  significant  change  in  the  expected  pattern  of  consumption  of  the  future  economic 
benefits,  or  service  potential  embodied  in  the  asset,  the  method  is  changed  to  reflect  the  changed  pattern  Such  a  change  is 
accounted  for  as  a  change  in  an  accounting  estimate. 


The  municipality  assesses  at  each  reporting  date  whether  there  is  any  indication  that  the  municipality  expectations  about 
the  residual  value  and  the  useful  life  of  an  asset  hove  changed  since  the  preceding  reporting  date.  If  any  such  indication 
exists,  the  municipality  revises  the  expected  useful  life  and/or  residual  value  accordingly.  The  change  is  accounted  for  as  3 
change  in  an  accounting  estimate. 

I  he  depreciation  charge  for  each  period  is  recognised  in  surplus  or  deficit  unless  it  is  Included  in  the  carrying  amount  of 
another  asset. 

Items  of  property,  plant  and  equipment  are  derecognised  when  the  asset  is  disposed  of  or  when  there  are  no  Further 
economic  benefits  or  service  potential  expected  from  the  use  of  the  asset. 

The  gain  or  Joss  ansrng  from  the  derecognition  Of  on  item  of  property,  plant  and  equipment  is  Included  in  surplus  or  deficit 
when  the  item  is  derecognised  The  gain  or  loss  arising  from  tbs  derecognition  of  an  item  of  property,  plant  and  equipment 
is  determined  as  the  difference  between  the  net  disposal  proceeds,  if  any,  and  the  carrying  amount  of  the  item. 

Assets  which  the  municipality  holds  for  rentals  to  others  and  subsequently  routinely  sell  as  part  oflhe  ordinary  course  of 
activities,  are  transferred  to  inventories  when  the  rentals  end  and  the  assets  are  avaiiabte-for-sale.  Proceeds  from  sales  of 
these  assets  are  recognised  as  revenue.  AH  cash  flows  on  these  assets  are  included  In  cash  flows  from  ope  rating  activities 
In  [he  cash  flow  statement. 
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1.7  Intangible  assets 
An  asset  is  identifiable  if  it  either; 

*  is  separable,  i.c.  is  capable  of  being  separated  or  divided  horn  an  entity  end  sold,  transferred,  licensed,  rented  or 
exchanged,  either  individually  or  together  with  a  related  contract,  identifiable  assets  or  liability,  regardless  of 
whether  the  enlity  intends  to  do  so;  or 

*  arises  from  binding  arrangements  (including  rights  from  contacts),  regardless  of  whether  those  rights  On c 
transferable  or  separable  from  the  municipality  or  from  other  rights  and  obligations. 

A  binding  arrangement  describes  an  arrangement  that  confers  similar  rights  and  obligations  on  the  parlies  to  it  as  if  it  were 
in  the  form  of  a  cunlracl. 

An  mlangihta  assel  is  recognised  when: 

■  it  is  probable  ibai  |hs  expected  future  economic  benefits  or  service  potenlial  that  are  attributable  lo  the  asset  will 
Howto  Ihe  municipality:  and 

*  the  cost  or  fair  value  of  the  asset  can  be  measured  reliably. 

The  municipality  assesses  the  probability  of  expected  future  economic  benefits  or  service  potenlial  using  reasonable  and 
supportable  assumptions  that  represent  management  best  estimate  of  Ihe  set  of  economic  conditions  that  will  exist  over 
the  useful  life  of  the  asset. 

Where  an  intangible  asset  is  acquired  through  a  non. exchange  transaction,  its  initial  cost  at  the  date  of  acquisition  is 
measured  at  its  lair  value  as  at  that  dale. 

Expenditure  on  research  (or  on  the  research  phase  of  an  internal  project)  rs  recognised  as  an  expense  when  it  is  incurred. 

Intangible  as  a  els  are  carried  at  cost  fess  any  accumulated  amortisation  and  any  impairment  losses. 

An  intangible  asset  is  regarded  as  having  an  indefinite  useful  life  wIirh,  based  on  all  relevant  factors,  Ihere  is  no 
foreseeable  limit  to  the  period  over  which  the  asset  is  expected  to  generate  net  cash  inflows  or  service  potential 
Amortisation  is  not  provided  tor  these  intangible  assets,  but  they  are  tested  for  impairment  annually  and  whenever  there  is 
an  indication  (hat  the  asset  may  tie  impaired.  For  alf  other  intangible  assets  amortisation  is  provided  on  a  straight  line  basis 
over  their  useful  life. 

The  amortisation  period  and  Ihe  amortisation  melhod  for  intangible  assets  are  reviewed  at  each  reporting  date. 

Reassessing  the  useful  life  of  an  intangible  asset  with  a  finite  uselui  life  after  it  was  classified  as  indefinite  is  an  indicator 
the!  the  asset  may  bo  impaired.  As  a  result  the  as  sat  is  tasted  for  impairment  and  Ihe  remaining  carrying  amount  is 
amortised  over  its  useful  life. 

Internally  generated  brands,  mastheads,  publishing  titles,  customer  lists  and  items  similar  in  substance  are  not  recognised 
as  intangible  assets 

Intel  nelly  generated  goodwill  is  not  recognised  a$  an  intangible  asset. 

Amortisation  is  provided  to  write  down  Ihe  intangible  assets,  on  a  straight  line  basis,  to  their  residual  values  as  follows; 

Item  Useful  life 

Computer  soNwa  re  k  yea  rs 


1.3  Heritage  assets 

Assets  are  resources  controlled  by  an  municipality  as  a  result  of  past  events  and  from  which  future  economic  benefits  or 
service  potential  are  expected  to  flow  to  the  municipality 

Carrying  amount  is  the  amount  a!  which  an  asset  is  recognised  after  deducting  accumulated  impairment  losses. 

Class  of  heritage  assets  means  a  grouping  of  heritage  Ossets  of  a  similar  nature  or  function  in  an  municipality's  operations 
that  is  shown  as  a  single  item  tor  I  ho  purpose  of  disclosure  in  the  annual  financial  stale menls. 
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1.8  He  rita  g e  assets  (eon  Lin  ued) 

Cost  is  Ihe  amount  of  cash  or  cash  equivalents  paid  or  the  fair  value  of  the  other  consideration  given  to  acquire  an  asset  at 
the  time  of  its  acquisition  or  construction  or,  where  applicable,  Ihe  amount  attributed  to  that  asset  when  Initially  recognised 
in  accordance  with  the  specific  requirements  of  other  Standards  of  GftAP. 

Depreciation  is  the  systematic  allocation  of  the  depreciable  amount  of  an  assel  over  its  useful  life 

Fair  value  is  the  amount  for  which  an  asset  could  be  exchanged  or  a  liability  settled,  between  knowledgeable,,  willing 
parties  in  an  arm's  length  ban  section. 

Heritage  assets  are  assets  that  have  a  cultural,  environmental,  historical,  natural,  scientific,  technological  or  artistic 
significance  and  are  held  indefinitely  for  the  benefit  of  present  and  future  generations, 

An  impairment  loss  of  a  cash-generating  asset  is  the  amount  by  which  the  carrying  amount  Of  an  asset  exceeds  its 
recoverable  amount. 


An  impairment  loss  of  a  non-cash-generating  asset  is  the  amount  by  which  the  carrying  amount  of  an  asset  exceeds  its 
recoverable  service  amount 


An  inalienable  item  is  an  that  an  municipality  is  required  by  Jaw  or  otherwise  to  retain  indefinitely  and  cannot  he 
disposed  of  without  consent, 


Recoverable  amount  rs  the  higher  of  a  cash-generating  asset's  not  selling  price  and  its  value  in  use. 

Recoverable  service  amount  is  the  higher  of  a  non-cash  generating  asset's  fair  value  less  costs  to  sell  and  its  value  in  »s* 

Valuo  m  use  of  a  cash-generating  asset  eh  the  present  value  of  the  future  cash  flows  expected  to  be  derived  from  an  asset 
oi  CBSh-gerwaling  unit. 


VajLje  in  use  of  a  non-cash-generating  asset  is  the  present  value  of  the  asset  s  remaining  service  potential. 
Recognition 


Tire  municipality  recognises  a  heritage  asset  as  an  asset  if  it  ls  probable  that  future  economic  benefits  or  service  potential 
associated  with  Ihe  asset  will  flow  to  the  municipality,  and  the  cost  or  fair  value  of  the  asset  can  be  measured  reliably 


Initial  measurement 


Heritage  assets  rare  measured  at  cost. 

Where  a  heritage  asset  is  acquired  through  a  non  exchange  transaction,  its  cost  is  measured  at  its  fair  value  as  at  Ihe  date 
of  acquisition. 

Subsequent  measurement 


After  recognition  as  an  asset,  a  class  or  heritage  assets  is  carried  at  its  cost  less  any  accumulated  impairment  losses. 

After  recognition  as  an  asset,  a  class  of  heritage  assets,  whoso  fair  value  can  be  measured  reliably*  Is  earned  at  a  revalued 
amount,  being  its  fair  value  a|  (ho  date  of  the  revaluation  less  any  subsequent  impairment  losses. 

If  a  heritage  asset's  carrying  amount  is  increased  as  a  result  of  a  revaluation,  the  increase  is  credited  directly  to  a 
revaluation  surplus.  However,  the  increase  is  recognised  in  surplus  or  deficit  to  the  exlenl  that  it  reverses  a  revaluation 
decrease  Of  the  same  heritage  asset  previously  recognised  in  surplus  or  deficit. 

If  s  heritage  asset  s  carrying  amount  Is  decreased  as  a  resort  of  a  revaluation,  Hie  decrease  Is  recognised  in  surplus  or 
deficit.  However,  the  decrease  is  debited  directly  to  a  revaluation  surplus  to  the  extent  of  any  credit  balance  existing  fn  the 
revaluation  surplus  tn  respect  of  that  heritage  asset  J 

Impairment 


The  municipality  asses,  sieaeh  reportins  dale  whether  there  is  an  indication  that  it  may  be  impaired.  « any  such  indication 
exists,  the  mumerpality  estimates  the  recoverable  amount  or  the  recoverable  service  amount  of  the  Merita ge  asset. 
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1.8  Heritage  assets  {'cant in ucd ) 

Transfers 

Transfers  from  heritage  assets  are  only  made  when  the  particular  asset  no  longer  meets  the  definition  of  a  heritage  asset. 
Transfers  to  heritage  assets  are  only  made  when  the  asset  meets  the  definition  of  a  heritage  asset 
Do  recognition 

The  municipality  derecognises  heritage  asset  on  disposal  or  when  no  future  economic  benefits  or  service  potential  are 
expected  from  its  use  or  disposal 

The  gain  or  loss  arising  from  the  derecognition  of  a  heritage  asset  rs  included  In  Surplus  or  deficit  when  the  item  fs 
derecognised  (unless  the  Standard  of  GRAP  on  leases  requires  otherwise  on  a  sale  and  leaseback). 


The  gain  or  toss  arising  from  the  derecognition  of  a  heritage  asset  is  determined  as  the  difference  between  the  net  disposal 
proceeds,  if  any,  and  the  carrying  amount  of  the  heritage  asset.  Such  difference  is  recognised  in  surplus  or  deficit  when  the 
heritage  asset  is  derecognised 

1.9  Financial  instruments 


A  financial  instrument  is  any  contract  that  gives  rise  to  a  financial  asset  ot  one  entity  and  a  financial  liability  or  a  residual 
interest  of  another  entity. 

The  amortised  cost  of  a  financial  asset  or  financial  liability  is  Ihe  amount  at  which  file  financial  asset  or  financi-i  ■•.  ity  is, 
measured  at  initial  recognition  minus  principal  repayments,  plus  or  minus  the  cumulative  amortisation  using  the  effective 
interest  method  ot  any  difference  between  that  Inilral  amount  and  the  maturity  amount,  and  minus  any  reduction  (directly  or 
through  the  use  of  an  alio  wo  nee  account)  for  Impairment  or  uricollcctibrfiLy. 

A  concessionary  loan  is  a  loan  granted  to  or  received  by  an  entity  on  terms  (hat  are  not  market  related 

red  it  risk  is  the  risk  that  one  party  to  a  financial  instrument  will  cause  a  financial  loss  for  the  other  party  by  failing  to 
discharge  an  obligation,  J 

Currency  risk  is  the  risk  that  (he  fair  value  or  future  cash  Rows  of  3  financial  instrument  will  fluctuate  because  of  changes  in 
foreign  exchange  rates 

Derecognition  is  the  removal  Of  a  previously  recognised  financial  asset  or  financial  liability  from  an  entity's  Statement  of 
financial  position,  '  ' 


A  derivative  is  a  financial  instrument  or  other  contract  with  all  three  of  (he  following  characteristics: 

FIs  value  changes  In  response  to  the  change  in  a  specified  interest  rate,  financial  instrument  price,  commodity 
price,  foreign  exchange  rate,  index  of  prices  or  jates,  credit  rating  or  credit  index,  or  other  variable  provided  in 
Ihe  case  of  a  non-finanoal  variable  that  the  variable  is  not  specific  to  a  party  to  the  contract  (sometimes  called 
the  underlying ), 

*  It  requires  no  initial  net  investment  Or  an  initial  net  investment  that  is  smaller  then  would  be  squired  for  other 
types  Of  contracts  lhat  would  be  expected  to  have  a  similar  response  to  changes  in  market  factors 

*  Ft  is  settled  at  a  future  date 


The  effective  interest  method  is  a  method  of  calculating  the  amortised  cost  of  a  financial  asset  or  a  financial  liability  (or 
group  of  financial  assets  or  financial  liabilities)  and  of  allocating  the  interest  rncoma  or  interest  expense  over  the  relevant 

flvn'prF^ff^fma  f  ,rtlerETT ts  th*  rote  l,hat  discounts  estimated  future  cash  payments  or  receipts  through  Ilia 

expected  life  Of  the  financial  instrument  or,  when  appropnate,  a  shortei  period  to  the  net  carrying  amount  of  the  financial 
asset  or  financial  Jrabilriy  When  calculating  the  effective  interest  rate,  an  entity  shall  estimate  cash  flows  considering  all 
contractual  terms  of  he  financial  instrument  (for  example,  prepayment,  call  and  similar  options)  bm  shall  not  Consider  future 
credit  losses  The  calculation  includes  all  fees  and  points  paid  or  received  between  parties  to  the  contract  trial  are  an 
" *1^' T  ^Kn,lu*  rate  thH  Standard  of  GRAP  on  Revenue  from  Exchange  Transactions),  L.ansaction 

r  d  311  °  her.praTms  or  ?,SCounl!I  lh*m  is  3  presumption  that  the  cash  flows  and  the  expected  life  of  a  qmnn  of' 
hi  mments .can  be  estimated  reliably,  However,  in  those  rare  Cases  when  it  is  not  possible  Lo  reliably 

fhlT,  T  IT  °r  Q  °f  *  ffnancy  in3[rufriEnt  (°r  group  of  financial  instruments),  the  entity  shall  use 

'  T  Cg"Lrdytual  cash  over  che  rLjfl  contractual  term  of  the  financial  Instrument  (or  group  of  financial  instruments) 
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19  Fi  na  ncia  l  instru  m  ente  (continu  nd) 

Fair  vatu e  is  the  amount  for  which  an  asset  could  be  Exchanged,  or  a  liability  settled,  between  knowledgeable  willing  parties 
in  an  arm's  length  transaction. 

A  financial  asset  is; 

*  cash; 

*  a  residual  interest  of  another  entity  :  or 

*  a  contractual  right  to: 

receive  cash  or  another  financial  asset  from  another  entity:  or 

exchange  Financial  assets  or  financial  liabilities  with  another  Entity  under  conditions  trial  are  potentially 
favourable  to  trie  entity. 

A  financial  guarantee  contract  is  a  contract  lhat  requires  the  issuer  to  make  specified  payments  to  reimburse  the  holder  for 
a  loss  it  incurs  because  a  specified  debtor  falls  to  make  payment  when  due  in  accordance  with  the  original  or  modified 
terms  of  a  debt  instrument 

A  financial  liability  is  any  liability  that  is  a  contractual  obligation  to. 

-  d  el  ive  r  cash  or  anoth  or  fi  n  a  net  a  I  a  ssei  to  another  e  nli  ly ,  or 

*  exchange  financial  assets  or  financial  liabi lilies  under  conditions  lhat  uie  potentially  unfavourable  In  the  entity 

Interest  rale  risk  is  Ihe  risk  lhat  the  fair  value  nr  future  cash  flows  of  a  financial  instrument  wall  fluctuate  because  of  changes 
m  market  interest  rates. 

Liquidity  riek  is  the  risk  encountered  by  an  entity  in  the  even!  of  difficulty  in  meeting  obligations  associated  with  financial 
liabilities  lhat  are  seined  by  delivering  cash  or  another  financial  asset, 

Loan  commitment  is  a  firm  commitment  to  provide  credit  under  pre-specified  terms  and  conditions. 

Loans  payable  are  financial  liabilities,  other  than  short-term  payables  on  normal  credit  terms. 

Market  risk  is  the  risk  lhat  the  fair  value  or  future  cash  flows  of  a  financial  instrument  will  fluctuate  because  of  changes  in 
market  prices.  Market  risk  comprises  three  types  of  risk;  currency  usk,  ml e real  rale  risk  and  other  price  risk 

Other  price  risk  is  I  he  risk  that  the  fair  value  or  future  cash  Hows  of  a  financial  instrument  wilt  fluctuate  because  of  changes 
in  i Market  pi  ices  (oilier  than  those  a i  is i rig  from  interest  rate  risk  nr  currency  risk),  whether  those  changes  are  caused  by 
factors  specific  to  the  individual  financial  inslrument  or  its  issuer,  or  factors  affecting  all  similar  financial  instruments  traded 
in  the  market. 

A  financial  asset  is  past  due  when  a  counterparty  has  failed  to  make  a  payment  when  contractually  due. 

A  residual  interest  is  any  contract  that  manifests  an  interest  in  ihe  assets  of  an  entity  after  deduclmg  all  nf  its  liabilities  A 
residual  interest  includes  conlribullons  from  owners,  which  may  tie  shown  as- 

*  equity  instrument  or  similar  forms  of  umtised  capital; 

*  a  formal  designation  of  a  transfer  of  resources  (or  a  class  of  such  transfers)  by  the  parties  lo  the  transaction  as 
forming  part  of  an  entity’s  net  assets,  eilher  before  trie  contribution  occurs  or  at  trie  time  of  Ihe  contribution;  or 

*  a  formal  agreement,  in  relation  to  the  contribution,  establishing  or  increasing  an  existing  financial  interest  in  the 
net  assets  of  an  entity. 

Transaction  costs  are  incremental  costs  that  are  directly  attributable  to  the  acquisition,  issue  or  disposal  of  a  financial  asset 
or  financial  liability,  An  incremental  cost  is  one  that  would  not  have  been  incurred  if  the  entity  had  not  acquired,  issued  or 
disposed  of  the  financial  instrument. 

Financial  instruments  at  amortised  cost  are  non -derivative  financial  assets  or  non-derivotivo  financial  liabilities  that  have 
fixed  or  determinable  payments,  excluding  those  instruments  that: 

*  the  entity  designates  at  fair  value  at  initial  recognition;  or 

*  are  held  for  trading. 

Financial  instruments  at  cost  are  investments  in  residual  interests  that  do  not  have  a  quoted  market  price  in  an  active 
market,  and  whose  fair  value  cannot  be  reliably  measured. 

Financial  instruments  at  fair  value  comprise  financial  assets  or  financial  liabilities  I  Mat  are 

*  derivalives; 
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1.9  Financial  instruments  (continued) 

-  co  mbinedl  i  nslru  mcnl  s  Ih  a  t  a  re  designated  at  fair  value: 

*  instruments  held  for  trading.  A  financial  instrument  is  held  for  trading  if: 

it  is  acquired  or  incurred  principally  Tor  the  purpose  of  soiling  or  repurchasing  it  in  the  near-term,  or 
on  initial  recognition  it  is  part  of  a  portfolio  qf  identified  financial  instruments  that  are  managed  Together  anrJ 

for  which  there  Is  evidence  of  a  recent  actual  pattern  of  short  term  profit -taking: 

non-derivative  financial  assets  or  financial  liabilities  with  fixed  or  determinable  payments  that  are 
designated  at  fair  value  at  initial  recognition,  and 

financial  instruments  that  do  nut  meet  the  definition  of  financial  instruments  al  amortised  cost  nr  financial 
instruments  a!  cost, 

initial  recognition 

The  entity  recognises  a  Financial  asset  or  a  financial  liability  in  its  statement  of  financial  position  when  the  entity  becomes  a 
party  (O  the  contractual  provisions  of  the  instrument. 

Ini  fiat  measurement  of  financial  assets  and  financial  liabilities 

The  entity  measures  a  financial  asset  and  financial  liability  initially  Of  its  fair  value  plus  transaction  costs  lhat  are  directly 
attributable  to  the  acquisition  or  issue  of  the  financial  asset  or  financial  liability. 

The  entity  measures  a  financial  asset  and  financial  liability  initially  at  its  fair  value  [it  subsequently  measured  at  fair  value]. 

The  entity  first  assesses  whether  the  substance  of  a  concessionary  loan  is  in  fact  a  loan.  On  initial  recognition,  the  entity 
analyses  a  concessionary  loan  into  its  component  parts  and  accounts  for  each  component  separately  The  entity  accounts 
Tor  that  pah  of  a  concessionary  loan  that  is: 

“  a  social  benefit  in  accordance  with  the  Framework  for  (he  Preparation  and  Presentation  of  Financial  Statements, 
where  it  is  the  issuer  of  the  loan:  or 

*  non-exchange  revenue,  in  accordance  with  the  Standard  of  GRAP  on  Revenue  from  Non-exchange  Transactions 
(Taxes  and  Transfers),  where  it  is  the  recipient  of  the  loan. 

Subsequent  measured  ant  of  financial  assets  and  financial  liabilities 

The  entity  measures  all  financial  assets  and  financial  liabilities  after  initial  recognition  using  foe  following  categories: 

*  Financial  instruments  at  fair  value. 

*  Financial  instruments  at  amortised  cost. 

*  Financial  instruments  at  cost 

All  financial  assets  measured  at  amortised  cost,  or  cost,  are  aubjecl  to  an  impairment  review. 

Fair  value  measurement  considerations 

The  beat  evidence  of  fair  value  is  quoted  prices  in  an  active  market  It  the  market  for  a  financial  instrument  is  not  active,  foe 
entity  establishes  fair  value  by  using  a  valuation  technique.  The  objective  of  using  a  valuation  technique  is  to  establish  vyhat 
the  transaction  price  would  hove  been  on  the  measurement  date  in  an  arm's  length  exchange  motivated  by  normal 
operating  considerations.  Valuation  techniques  include  using  recent  arm's  length  market  transactions  between 
knowledgeable,  willing  parties,  if  available,  leferenca  to  Ihe  current  fair  value  of  another  instrument  foal  is  substantially  the 
same,  discounted  cash  flow  analysis  and  option  pricing  models.  If  there  is  a  valualrun  technique  commonly  used  by  market 
participants  to  price  the  instrument  and  that  technique  has  been  demonstrated  to  provide  reliable  estimates  of  prices 
obtained  In  actual  market  transactions,  the  entity  uses  that  technique.  The  chosen  valuation  technique  makes  maximum 
use  of  market  inputs  and  relies  as  little  as  possible  on  entity-specific  inputs  It  incorporates  all  factors  that  market 
participants  would  consider  in  setting  a  price  and  is  consistent  with  accepted  economic  methodologies  for  pricing  financial 
instruments.  Periodically,  an  municipality  calibrates  the  valuation  technique  and  tests  it  for  validity  using  prices  from  any 
observable  current  market  transactions  in  the  same  instrument  {i.e.  without  modification  or  repackaging)  or  based  on  any 
available  observable  market  data. 

ne  iair  value  of  a  financial  liability  with  a  demand  feature  (e  g  a  demand  deposit)  is  not  less  than  the  amount  payable  on 
demand,  discounted  from  the  first  date  that  the  amount  could  be  required  to  he  paid 
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1.9  Financial  instruments  (continued) 

Gains  and  Josses 

A  gain  or  loss  arising  from  a  change  in  the  fair  value  of  a  financial  asset  of  financial  liability  measured  at  Fear  value  is 
recognised  in  surplus  or  deficit. 

For  financial  assets  and  financial  liabilities  measured  ai  amortised  cost  nr  cost  a  gam  or  loss  is  recognised  in  surplus  or 
deficit  whan  the  financial  assel  or  financial  liabilily  is  derecognised  nr  impaired,  or  through  the  amortisation  process 

Derecognition 

Financial  assets 

The  enlity  derecognises  financial  assets  using  trade  date  accounting. 

Hie  entity  derecognises  a  [mandat  asset  only  when: 

*  the  contractual  rights  !o  the  cash  flows  from  the  financial  asset  expire,  are  settled  or  waived; 

*  the  entity  transfers  to  another  party  substantially  all  of  the  risks  and  rewards  of  ownership  of  the  financial  asset; 
or 

*  the  entity,  despite  having  retained  some  significant  risks  and  rewards  of  ownership  of  the  financial  asset,  has 
transferred  control  of  the  assel  to  another  party  and  the  other  party  has  the  practical  ability  to  sell  the  asset  in  its 
entirety  to  an  unrelated  Ihird  party,  and  is  able  lo  exercise  that  ability  unilaterally  end  without  needing  to  impose 
additional  restrictions  on  the  liansfsr  In  I  his  case,  the  entily : 

deiecugnise  the  asset;  and 

recognise  separately  any  rtghts  and  obligations  created  or  retained  in  the  transfer 

Tim  carrying  amounts  of  the  transferred  asset  are  allocated  between  the  rights  or  obligations  retained  and  those  transferred 
on  the  basis  of  their  relative  fair  values  at  the  transfer  dale,  Newly  c reatari  rights  and  obligations  are  measured  at  their  fair 
values  at  that  dale,  Any  difference  between  the  consideration  received  and  the  amounts  recognised  and  derecognised  is 
recognised  in  Surplus  or  deficit  in  the  period  of  Fhe  transfer 

If  the  entity  transfers  a  financial  asset  in  a  transfer  thai  qualifies  for  deretognilion  in  F(s  entirety  and  retains  the  right  to 
service  the  financial  assel  for  a  fee,  it  recognise  either  a  servicing  asset  ora  servicing  liability  for  that  servicing  contract  If 
the  lee  lo  be  received  is  not  expected  to  compensate  the  entity  adequately  lor  performing  the  servicing,  a  servicing  liability 
for  the  servicing  obligation  is  recognised  at  its  fair  value.  If  the  fee  to  be  received  is  expected  to  be  more  lhan  adequate 
compensation  tor  Ihe  servicing,  a  servicing  asset  is  recognised  foi  I  lie  servicing  right  at  an  amount  determined  On  the  basis 
of  an  allocation  of  the  carrying  amount  of  the  larger  financial  assel. 

If,  as  a  result  of  a  transfer,  a  financial  assel  is  derecugnised  in  its  entirely  but  ihe  transfer  results  in  ihe  entily  obtaining  » 
new  financial  asset  or  assuming  a  new  financial  liability,  or  a  servicing  liability,  the  entity  recognise  Ihe  new  financial  asset 
financial  liability  or  servicing  liability  at  fair  value. 

On  derecognition  of  a  financial  asset  in  its  entirety,  the  difference  between  the  carrying  amount  and  the  sum  of  Ibe 
consideration  received  is  recognised  in  surplus  or  deficit 

Ef  the  transferred  asset  is  part  of  a  larger  financial  asset  and  ihe  part  transferred  qualifies  for  derecognition  in  its  entirety,  the 
previous  carrying  amount  of  the  larger  financial  assel  is  allocated  between  ihe  part  that  continues  io  he  recognised  and  the 
part  that  is  derecognised,  based  on  the  relative  fair  values  of  those  pails,  on  the  dale  of  the  transfer  For  this  purpose,  a 
retained  Servicing  asset  is  treated  as  a  part  that  continues  to  be  recognised,  i  he  difference  between  Ihe  carrying  amount 
allocated  to  the  part  derecognised  and  the  sum  of  lEie  cans itferei inn  received  for  Ihe  part  derecognised  is  recognised  in 
surplus  or  deficit. 

If  a  transfer  does  not  result  in  derecognition  because  Ihe  entity  has  retained  substantially  all  the  risks  and  rewards  of 
ownership  of  the  transferred  asset,  Ihe  entily  continue  to  recognise  the  transferred  asset  in  its  entirety  and  recognise  a 
financial  liability  tor  ihe  consideration  received.  In  subsequent  periods,  the  entity  recognises  any  revenue  on  the  transferred 
asset  and  any  expense  incurred  on  the  financial  liability.  Neither  the  asset,  and  the  associated  liability  nor  Ihe  revenue,  arid 
Ihe  associated  expenses  are  offset. 
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1.9  Financial  instruments  (continued) 

Financial  liabilities 

The  entity  removes  a  financial  liability  (or  a  part  of  a  financial  liability)  from  its  statement  of  financial  position  when  ii  is 
extinguished  —  i.e.  when  the  obligation  specified  in  I  he  contract  is  discharged,  cancelled,  expires  or  waived. 

Aii  exchange  between  an  existing  borrower  and  lender  of  debt  instrument  with  substantially  different  terms  is  accounted 
lor  os  having  extinguished  the  original  financial  liability  and  a  new  financial  liability  is  recognised.  Similarly,  a  substantial 
modification  nf  Ihe  terms  of  an  existing  financial  liability  or  a  pari  of  i!  is  accounted  for  as  haviriy  extinguished  the  original 
financial  liability  and  having  recognised  a  new  financial  liability 

The  difference  between  the  carrying  amount  of  3  financial  liability  (or  part  nf  a  financial  liability]  extinguished  or  transferred 
to  another  party  and  the  consideration  paid,  including  any  non-cash  assets  transferred  or  liabilities  assumed,  is  jecognised 
in  surplus  or  deficit.  Any  liabilities  that  are  waived,  forgiven  or  assumed  by  another  entity  by  way  of  a  non-exchange 
transaction  are  accounted  for  in  accordance  with  the  Standard  of  GRAP  on  Revenue  from  Non-exchange  Transactions 
(Taxes  and  Transfers). 

Consumer  deposits 

Consumer  deposits  are  subsequently  recorded  in  accordance  with  ihe  accounting  policy  Of  trade  and  Other  payables. 

Presentation 

Interest  relating  In  a  financial  instrument  or  a  component  that  is  a  financial  liability  is  recognised  as  revenue  or  expense  in 
surplus  or  deficit 

Dividends  or  similar  distributions  relating  to  a  financial  instrument  or  a  component  that  is  a  financial  liability  is  recognised  as 
revenue  or  expense  in  surplus  or  deficit. 

Losses  and  gains  relating  to  a  financial  instrument  or  a  component  ihal  is  a  financial  liability  is  recognised  as  revenue  oi 
expense  in  Surplus  or  deficit. 

Distributions  to  holders  of  residual  interests  are  recognised  by  the  entity  directly  in  net  assets.  Transaction  costs  incurred  on 
residual  interests  are  accounted  for  as  a  deduction  from  net  assets.  Income  tax  [where  applicable)  relating  to  distributions  In 
holders  of  residual  interests  and  to  transaction  exists  incurred  on  residual  interests  are  accounted  for  in  accordance  with  the 
International  Accounting  Standard  on  income  Taxes 

A  financial  asset  and  a  financial  liability  are  only  offset  and  the  net  amqunl  presented  in  the  statement  of  financial  posilinn 
when  the  entity  currently  has  a  legally  enforceable  right  to  set  off  the  recognised  amounts  and  intends  either  to  settle  on  a 
ne!  basis,  or  to  realise  the  asscl  and  settle  the  liability  simultaneously. 

in  accounting  for  a  transfer  of  a  financial  asset  that  docs  not  quality  for  derecognition,  the  entity  does  nol  offset  the 
transferred  asset  and  Ihe  associated  liability. 

1.10  Leases 

A  lease  is  classified  as  h  finance  lease  if  it  transfers  substantially  all  the  risks  and  rewards  incidental  Id  ownership.  A  lease 
is  classified  as  an  operating  tease  if  it  does  rint  transfer  substantially  all  the  risks  and  rewards  incidental  lo  ownership 

When  a  lease  includes  both  land  and  buildings  elements,  the  entity  assesses  Ihe  classification  of  each  element  separately 
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1J0  Leases  (continued) 

Finance  leases  -  lessee 

Finance  leases  are  recognised  as  assets  and  liabilities  irt  the  statement  of  financial  position  at  amounts  equal  in  the  fate 
value  of  the  leased  properly  or,  if  lower,  the  present  value  of  the  minimum  lease  payments.  The  corresponding  liability  to 
(he  lessor  is  included  in  the  statement  of  financial  position  as  a  finance  lease  obligation, 

The  diseounl  rale  used  in  calculating  the  present  value  Of  the  minimum  lease  payments  is  the  interest  rate  implicit  in  (he 
tease 

Minimum  lease  payments  ore  apportioned  between  the  finance  charge  and  reduction  of  the  outstanding  liability  The 
finance  chaige  is  allocated  to  each  period  during  the  lease  term  so  as  lo  produce  a  constant  periodic  rate  of  on  the 
remaining  balance  of  the  liability. 

Any  contingent  rents  ore  expensed  in  the  period  in  which  they  are  incurred 
Operating  leases  -  lessor 

Operating  lease  revenue  is  recognised  as  revenue  on  a  straight-  lino  basis  over  (ho  tease  term 

Initial  direct  costs  incurred  in  negotiating  and  arranging  operating  leases  are  added  to  the  carrying  amount  of  the  leased 
asspl  and  recognised  as  an  expense  over  the  lease  term  on  the  same  basis  as  the  [ease  revenue. 

The  aggregate  cost  of  incentives  is  recognised  as  a  reduction  of  rental  revenue  over  Ihe  tease  term  on  a  straight-line  basis 

The  aggregate  benefil  of  incentives  is  recognised  as  a  reduction  of  rental  expense  over  the  lease  term  on  a  straight-line 
basis. 

Income  for  leases  is  disclosed  under  revenue  in  statement  of  financial  performance. 

Operating  teases  -  lessee 

Operating  lease  pay  men!  s  are  recognised  as  an  expense  on  a  straight-line  basis  over  the  lease  term.  The  difference 
between  the  amounts  recognised  as  an  expense  and  the  conlractual  payments  are  recognised  as  an  operating  tease  assei 
or  liability. 

1,11  Inventories 

Inventories  -are  initially  measured  al  cost  except  where  inventories  are  acquired  through  a  nen- exchange  Iransaclicn.  than 
I  heir  costs  are  their  fair  value  as  at  the  date  of  acquisition 

Subsequenlly  inventories  are  measured  al  the  lower  of  cost  and  nel  realisable  value 

inventories  are  measured  at  the  lower  of  cost  and  current  replacement  cosl  where  they  are  held  for: 

•  distribution  at  no  charge  or  for  a  nominal  charge:  or 

*  consumption  in  the  production  process  of  goods  to  be  distributed  at  no  charge  or  for  a  nominal  charge 

Met  realisable  value  is  the  estimated  selling  price  in  the  ordinary  course  of  operations  less  the  estimated  costs  of 
completion  and  Hie  estimated  costs  necessary  to  make  the  sale,  exchange  or  distribution, 

Currenl  replacement  cost  is  the  cost  (he  municipality  incurs  to  acquire  Hie  asset  on  the  reporting  date 

The  cost  of  inventories  comprises  of  all  costs  of  purchase,  costs  of  conversion  and  other  costs  incurred  In  bringing  the 
inventories  lo  their  presenl  location  and  condition. 

The  cost  of  inventories  of  items  that  are  not  ordinarily  interchangeable  and  goods  or  services  produced  and  segregated  for 
specific  projects  is  assigned  using  specific  identification  of  the  individual  costs. 

The  cosl  of  inventories  is  assigned  using  the  first-in,  first-out  I.FIFO)  formula.  The  same  cosl  formula  is  used  for  all 
inventories  having  a  siinilai  nalure  and  use  to  the  municipality. 
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1.11  Inventories  (continued} 

When  inventories  are  sold,  the  carrying  amounis  nf  lhase  inventories  are  recognised  as  an  expense  in  the  period  in  which 
I  he  related  revenue  is  recognised-  If  there  is  no  related  revenue,  the  expenses  are  recognised  when  I  he  goods  are 
distributed,  or  related  services  are  rendered.  The  amount  of  any  write-down  of  inventories  lo  net  realisable  value  or  current 
replacement  cost  and  all  tosses  of  inventories  are  recognised  as  an  expense  in  the  period  the  write-down  or  loss  occurs. 
The  amounl  of  any  reversal  of  any  write-down  Of  inventories,  arising  from  an  increase  in  nel  realisable  value  or  current 
replacement  cost,  are  recognised  as  a  reduction  in  the  amount  Of  inventories  recognised  as  an  expense  in  the  period  in 
which  the  reversal  occurs 

1.12  I  m  pa  i  rme  nt  at  cash-g  e  tie  rati  ny  assets 

Cash-generating  assets  am  assets  used  with  the  objective  of  generating  a  commercial  return.  Commercial  return  means 
that  positive  cash  flows  are  expected  to  be  significantly  higher  than  the  cost  of  the  assei 

Impairment  is  a  loss  in  she  future  economic  benefits  or  service  potential  of  an  asset,  over  and  above  (he  systematic 
recognition  of  ihe  toss  of  the  asset's  future  economic  benefits  or  service  potential  through  depreciation  (amorlisalion} 

Carrying  amounl  is  the  amount  at  which  an  asset  is  recognised  in  the  statement  of  financial  position  after  deducting  any 
accumulated  depreciation  and  accumulated  impairment  losses  thereon. 

A  cash-generating  unit  is  the  smallest  identifiable  group  of  assets  used  wild  die  objective  of  generating  a  cammarcial  return 
that  generates  cash  inflows  from  continuing  use  I  hat  are  largely  independent  of  the  rash  inflows  from  other  assels  or 
groups  of  assets. 

Costs  of  disposal  are  incremental  costs  directly  attributable  to  the  disposal  of  an  asset,  excluding  finance  costs  and  income 
fax  expense 

Depreciation  (Amortisation)  is  the  systematic  allocation  of  ihe  depreciable  amount  of  an  asset  over  its  useful  fife. 

Fair  value  less  costs  to  sell  is  the  amount  obtainable  from  the  sate  of  an  asset  in  an  arm's  length  transaction  between 
knowledgeable,  willing  parties,  less  (he  costs  of  disposal. 

Recoverabfe  amount  of  an  asset  or  a  cash  generating  unit  is  ihe  higher  its  fair  value  less  costs  lo  sail  and  its  value  in  use. 
Useful  life  is  either:; 

*  the  period  of  time  over  which  an  asset  is  expected  Lu  be  used  by  the  municipality:  or 

*  the  number  of  production  or  similar  units  expected  to  be  obtained  from  the  asset  by  (he  municipality. 

tdertifi  cation 

When  the  carrying  amount  of  a  cash -gene rating  asset  exceeds  tts  recoverable  amount,  il  is  impaired. 

The  municipality  assesses  at  each  reporting  date  wbeiher  ihere  is  any  indication  (hat  a  cash-generailng  asset  may  be 
impaired  If  any  such  indication  exists,  the  municipality  estimates  the  recoverable  amounl  of  Ihe  asset. 

Value  in  use 

Value  in  use  of  a  cash-generaling  asset  is  the  present  value  of  the  estimated  future  cash  flows  expected  in  ha  derived  from 
the  continuing  use  of  an  asset  and  from  its  disposal  at  the  end  Of  its  useful  life. 

When  estimating  the  value  in  use  of  an  asset,  1h&  municipality  estimates  the  future  cash  inflows  and  outflows  to  be  derived 
from  continuing  use  of  the  asset  and  from  its  ultimate  disposal  and  the  municipality  applies  Ihe  appropriate  discount  rate  lo 
those  fulure  cash  flows. 
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1.12  Impairment  of  cash  -gen  orating  assets  (continued) 

Composition  of  estimates  of  future  cash  flows 

Estimates  of  future  cash  flows  include, 

*  projections  of  cash  inflows  from  the  continuing  ljsh  nt  the  asset: 

*  projections  of  cosh  outflows  mat  are  necessarily  incurred  to  generate  the  cash  inflows  from  continuing  use  of  the 
asset  (including  cash  outflows  to  prepare  the  asset  for  use)  and  can  be  directly  attributed,  or  allocated  on  a 
reasonable  and  consistent  hasis.  to  the  asset:  and 

*  net  cash  flows,  if  any,  to  ha  received  (or  paid)  for  the  disposal  of  the  asset  at  the  end  of  its  useful  fife. 

Estimates  of  future  cash  flows  exclude 

*  cash  Inflows  or  outflows  from  financing  activities:  and 
■  income  tax  receipts  or  payments. 


1  he  estimate  of  net  cash  (lows  to  be  received  (or  paid)  for  the  disposal  of  an  asset  at  the  end  of  its  useful  life  is  tire  amount 
that  the  municipality  expects  to  obtain  from  the  disposal  of  the  asset  in  an  arm's  length  transaction  between  knowledgeable 
willing  parties,  after  deducting  the  estimated  costs  Of  disposal, 

Recognition  and  measurement  (individual  asset) 

If  the  recoverable  amount  of  a  cash-generating  asset  is  less  than  us  carrying  amount,  the  carrying  amount  of  the  asset  is 
reduced  lo  its  recoverable  amount.  This  reduction  rs  an  impairment  loss. 

An  impairmenl  loss  is  recognised  immediately  in  surplus  or  deficit. 

Any  impairment  loss  of  a  revalued  cash-generating  asset  is  treated  as  a  revaluation  decrease. 

Reversal  of  Impairment  loss 

The  municipality  assess  at  each  reporting  date  whether  there  is  any  indication  that  an  impairment  Foss  recognised  in  prior 
periods  for  a  cash -gen crating  assel  may  no  longer  exist  or  may  have  decreased.  If  any  such  indication  exists  the  enhlv 
estimates  the  rccoveiabJe  amount  of  that  asset. 

A  reversal  of  an  impairment  lose  ior  a  cash -gen  era  ting  asset  is  recognised  immediately  in  surplus  or  deficit. 

Redcsig  nation 

The  jc  designs!  ion  oi  assets  from  a  cash-generating  asset  lo  a  non-cash-genera  tiriy  asset  or  from  a  non-cash -generating 
asset  lo  a  cash-generating  asset  only  occur  when  there  is  clear  evidence  that  such  a  redesignation  is  appropriate 

1.13  Em  pal  rm  ent  Of  non  -cash  -gen  a  ratio  g  a  resets 

Cash-generating  assets  are  assets  used  with  (he  objective  of  generating  a  commercial  return.  Commercial  return  means 
that  positive  cash  flows  are  expected  to  be  significantly  higher  than  the  cost  of  the  asset. 

Non-cash-generating  assets  are  assets  Other  than  cash-generating  assets. 

Impairment  is  a  loss  in  the  future  economic  bene  fils  or  service  potential  of  an  asset,  ovei  arid  above  the  systematic 
recognition  of  the  loss  of  the  asset's  future  economic  benefits  or  service  potential  through  depreciation  (amortisation). 

Carrying  amount  is  the  amount  at  which  an  asset  is  recognised  in  the  statement  of  financial  position  after  deducting  any 
a  ecu  mutated  depreciation  and  accumulated  impairment  losses  (hereon. 


A  cash-generating  unit  is  the  smallest  identifiable  group  of  assets  managed  with  the  objective  of  generating  a  commercial 
return  that  generates  cash  inflows  tram  continuing  use  that  are  largely  independent  of  the  cash  inflows  from  other  asseiw  or 
groups  of  assets. 

(.osts  of  disposal  are  incremenial  costa  directly  attributable  to  the  disposal  of  an  assei.  excluding  finance  costs  and  income 
tax  expense. 


Depreciation  (Amortisation)  is  the  systematic  allocation  of  the  depreciable  amount  of  an  asset  over  its  useful  life. 
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'Ll  3  Impairment  of  non-cash -gene  rating  assets  (continued) 

Fair  value  less  costs  to  sell  is  Ihe  amount  obtainable  from  toe  sale  of  an  asset  in  an  arm's  length  transaction  between 
knowledgeable,  willing  parties,  less  Ihe  costs  of  disposal. 

Recoverable  service  amount  3s  Ihe  higher  of  a  non  cash  generating  asset's  fair  value  less  costs  to  sell  and  its  value  in  use. 
Useful  life  is  either: 

-  the  period  of  time  over  which  an  asset  is  expected  to  be  used  by  the  municipality,  or 

*  the  number  of  production  or  similar  units  expected  to  be  obtained  from  the  asset  by  Ihe  municipality. 

Identification 

When  the  carrying  amount  of  a  non-cash-generating  asset  exceeds  its  recoverable  service  amount,  il  is  impaired. 

The  municipality  assesses  at  each  reporting  date  whether  there  is  any  indication  dial  a  non-cash-generating  asset  may  be 
impaired.  If  any  such  indication  exists,  Ihe  municipality  estimates  IhE  recoverable  service  amount  of  the  asset. 

Irrespective  of  whether  there  is  any  indication  of  impairment,  the  entity  also  test  a  non-cash-generating  intangible  asset  with 
an  indefinite  useful  life  or  a  non-cash-generating  intangible  asset  not  yet  available  for  use  for  impairment  annually  by 
comparing  its  carrying  amount  with  its  recoverable  service  amount  This  impairment  teal  Is  performed  at  the  same  lime 
every  yeai  If  an  intangible  asset  was  initially  recognised  during  the  Current  reporting  period,  ttial  intangible  asset  was 
tested  fur  rmpairmenl  before  the  end  of  the  current  reporting  period, 

Value  in  use 


Value  in  use  of  non -cash-generating  assets  is  the  present  value  of  the  non -cash-gene  rating  assets  remaining  service 
potential 

The  present  value  of  the  remaining  service  potential  of  a  non -cash-generating  assets  is  determined  using  die  following 
approach: 

Depreciated  replacement  cost  approach 

The  present  value  of  the  remaining  service  potential  of  a  non-cash-generating  asset  3s  determined  as  the  depreciated 
replace rnenl  cost  of  Ihe  asset.  The  replacement  cost  of  an  assel  is  the  cost  to  replace  the  asset's  gross  service  potential 
This  cost  is  depreciated  to  reflect  the  asset  in  its  used  condition  An  asset  may  be  replaced  either  through  reproduction 
(replication)  of  the  existing  asset  or  through  replacement  of  its  gross  service  potential.  Tine  depredated  replacement  cost  is 
measured  as  the  current  reproduction  or  replacement  cost  of  Ihe  asset,  whichever  is  lower  less  accumulated  depreciation 
calculated  on  the  basis  of  such  cost,  to  reflect  the  already  consumed  or  expired  seiviue  potential  of  the  asset. 

I'he  replacement  cost  and  reproduction  cost  of  an  asset  is  determined  on  an  “optimised '  basis  The  rationale  is  that  the 
municipality  would  not  replace  or  reproduce  the  asset  with  a  like  asset  if  the  asset  to  be  replaced  or  reproduced  is  an 
overdesigned  or  overcapacity  asset.  Overdesigned  assets  contain  features  which  are  unnecessary  for  Ihe  goads  or 
services  the  asset  provides.  Overcapacity  assets  are  assets  that  3iave  a  greater  capacity  than  is  necessary  to  meet  the 
demand  for  goods  or  services  the  asset  provides.  The  determination  of  the  replacement  cost  or  reproduction  cost  of  an 
asset  on  an  optimised  basis  thus  reflects  the  service  potential  required  of  the  asset. 

Restoration  cost  approach 

Restoration  cost  is  the  oast  of  restoring  the  service  potential  of  an  asset  to  its  pre- impaired  level.  I  he  present  value  of  the 
remaining  service  potential  of  the  asset  is  determined  by  subtracting  the  estimated  restoration  cosl  of  the  asset  from  the 
current  cost  of  replacing  the  remaining  service  potential  of  the  asset  hetore  impairment.  The  latter  cost  is  determined  as  the 
depreciated  reproduction  or  replacement  cost  of  the  asset,  whichever  is  lower 
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1,13  Impairment  of  non-cash -genera  ting  assets  (continued} 

Recognition  and  measurement 

if  the  recoverable  service  amount  oi  a  non-cash-generating  asset  is  less  than  its  carrying  amount,  the  carrying  amount  of 
I  he  asset  is  reduced  to  its  recoverable  service  amount.  This  reduction  is  an  impairment  loss 

An  impairment  loss  is  recognised  immediately  in  surplus  or  deficit. 

Any  impairment  loss  of  a  revalued  non-cash-generating  asset  is  treated  as  a  re  valuation  decrease. 

When  the  amount  estimated  for  an  impairment  lose  is  greater  than  the  carrying  amount  oMhe  non-cash  generating  asset  to 
which  it  relates,  the  municipality  recognises  a  liability  only  to  the  extent  that  is  a  requirement  in  the  Standards  of  G RAP 

After  the  recognition  of  an  impairment  less,  the  depreciation  (amortisation)  charge  for  the  non -cash-generating  asset  is 
adjusted  in  future  periods  to  allocate  the  non-cash-generating  asset's  revised  carrying  amount,  less  its  residua]  value  frf 
any),  on  a  systematic  basis  over  its  remaining  useful  life. 

Reversal  of  an  impairment  lass 

The  niunrcipaiily  assess  at  each  reporting  date  whether  there  is  any  indication  that  an  impairment  lose  recognised  in  prior 
periods  for  a  non-cash-generating  asset  may  no  longer  exist  or  may  haver  decreased.  If  any  such  indication  exists,  the 
municipality  estimates  the  recoverable  service  amount  of  that  asset 

An  impairment  loss  recognised  in  prior  periods  for  a  non-cash-generating  asset  is  reversed  if  there  has  been  a  change  in 
the  estimates  used  to  determine  the  asset's  recoverable  service  amount  since  the  last  impairment  loss  was  recognised 
The  carrying  amount  of  the  asset  is  increased  to  its  recoverable  Service  amount.  The  increase  is  a  reversal  of  an 
impairment  loss.  The  increased  carrying  amount  of  an  asset  attributable  to  a  reversal  of  an  impairment  loss  docs  not 
exceed  the  canying  amounl  lhat  would  hove  been  determined  (net  of  depreciation  or  amortisation)  had  no  impairment  loss 
been  recognised  for  the  asset  in  prior  periods. 

A  reversal  of  an  impairment  loss  for  a  non-cash-generating  asset  is  recognised  immediately  in  surplus  or  deficit 

Any  reversal  of  an  Impairment  loss  of  a  revalued  non-cash-generating  asset  is  treated  as  a  revaluation  increase 

After  a  reversal  Of  an  impairment  loss  is  recognised,  the  depreciation  (amortisation)  charge  foi  the  non-cash-general ing 
asset  is  adjusted  In  future  periods  to  allocate  the  non-cash-generaling  asset's  revised  carrying  amount;  less  its  residual 
value  (if  any),  on  a  systematic  basis  over  its  remaining  useful  life. 

Red  e  sign  a  ti  on 

The  redes ig nation  of  assets  from  a  cash  generating  asset  to  a  non -cash-general  mg  asset  or  from  a  non-cash  generating 
asset  to  a  cash-generating  asset  only  occur  when  Ihere  is  clear  evidence  ihai  such  a  redesignation  is  appropriate 
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1,14  En)  pi  oyee  ben  sfits 


Short-term  cmployao  benefits 


Short-term  employee  benefits  are  employee  benefits  (other  than  termination  benefits)  that  are  due  to  be  settled  within 
twelve  months  after  the  end  of  the  period  in  which  the  employees  render  the  related  serves. 


Short-term  employee  benefits  include  items  such  as: 

*  wages,  salaries  and  social  security  contributions; 

shoit-lerrn  compensated  absences  (such  as  paid  annual  leave  and  paid  Sick  leave)  where  Ihe  compensation  for 
tile  absences  is  due  to  be  settled  within  twelve  months  after  (he  end  of  the  reporting  period  in  which  the 
employees  render  the  related  employee  service; 

*  bonus,  incentive  and  performance  related  payments  payable  within  twelve  months  after  the  end  or  the  reporting 
period  in  which  the  employees  render  the  related  service:  and 

-  e ion-monetary  benefits  (for  example,  medical  care,  and  free  or  Subsidised  goods  nr  services  such  as  housing 
cars  and  cellphones)  for  current  employees 


When  an  employee  has  rendered  Service  to  the  entity  during  a  reporting  period,  the  entity  recognise  the  undiscounted 
amount  of  short-term  employee  benefits  expected  to  be  paid  in  exchange  for  that  service: 

*  as  a  liability  (accrued  expense),  after  deducting  any  amount  already  paid.  If  the  amount  already  pard  exceeds  the 
undiscounted  amount  oi  the  benefits,  the  entity  recognise  that  excess  as  an  asset  (prepaid  expense)  to  the 
extent  that  the  prepayment  wiif  lead  to,  for  example,  a  reduction  in  future  payments  ora  cash  refund,  and 

*  as  an  expense,  unless  anolher  Standard  requires  or  permits  the  inclusion  of  the  benefits  in  the  cost  of  an  asset 


Tht  expected  cost  of  compensated  absences  is  recognised  as  an  expense  as  the  employees  render  services  that  increase 
their  entitlement  or,  m  the  case  of  non-accumulating  absences,  when  the  absence  occurs.  The  entity  measure  the  expected 
cost  of  accumulating  compensated  absences  as  the  additional  amount  that  the  entity  expects  to  gay  as  a  result  of  Ihe 
unused  enfittement  that  has  accumulated  at  the  reporting  date. 


i  r.e  entity  recognise  the  expected  cost  of  bonus,  incentive  and  performance  related  payments  when  the  entity  lias  a 
present  legal  or  constructive  obligation  to  make  such  payments  as  a  result  of  past  events  and  a  reliable  estimate  of  Ihe 
obligation  can  be  made.  A  present  obligation  exists  whan  the  entity  has  no  realistic  alternative  but  to  make  the  payments. 

Post-employment  benefits 


Post-employment  benefits  are  employee  benefits  (other  than  termination  benefits) 
employment. 


which  are  payable  after  the  completion  of 


Pos L-ernployment  benefit  plans  are  formal  or  informal  arrangements  under  which  an  entity  provides  nost-emolov merit 
benefits  for  one  or  more  employees. 

Multi-employer  plans  are  de fried  contribution  plans  {other  than  state  plans  and  composite  social  security  programmes)  ur 
defined  benefit  plans  (other  lhan  stale  plans)  that  pool  the  asserts  contributed  by  various  entities  that  are  not  unde,  common 
control  and  use  those  assets  to  provide  benefits  to  employees  ol  more  than  one  entity,  on  the  basis  lhal  contribution  and 
benefit  levefa  are  determined  without  regard  to  ihs  identity  or  the  entity  that  employs  the  employees  concerned. 

Multi -employer  plans  and/or  State  plans  and/or  Composite  social  security  programmes 


1  he  entity  classifies  s  multi-employer  plan  and/or  slate  plans  and/or  composite  social  security  programmes  as  a  defined 
contribution  plan  or  a  defined  benefit  plan  under  the  terms  of  the  plan  [including  any  constructive  obligation  that  goes 
beyond  the  format  terms) 


Where  a  plan  is  a  defined  contribution  plan,  the  entity  accounts  for  in  the  same  way  as  for  any  other  defined  contribution 
plan. 

Where  a  plan  is  a  defined  benefit  plan,  the  entity  account  for  its  proportionate  share  of  the  defined  benefit  obligation  plan 
assets  and  cost  associated  with  the  plan  in  the  same  way  as  for  any  other  defined  benefit  plan. 

When  sufficient  information  is  not  available  to  use  defined  benefit  accounting  for  a  plan,  that  is  a  defined  benefit  plan  (he 
entity  account  for  the  plan  as  if  it  was  a  defined  contribution  plan. 
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1.14  Employee  benefits,  (continued) 

Post-employment  benefits:  Defined  contribution  plans 

Defined  contribution  plans  are  post-employmenl  benefit  plans  under  which  an  entity  pays  fixed  confribulians  into  a  separate 
entity  (3  fund)  and  will  have  no  legal  or  constructive  obligation  to  pay  further  contributions  if  (be  fund  does  not  hold  sufficient 
assets  to  pay  all  employee  benefits  relating  to  employee  service  in  the  current  and  prior  periods 

When  an  employee  has  rendered  service  to  the  entity  during  a  reporting  period,  Ihe  entity  recognise  the  contribution 
payable  to  a  defined  contribution  plan  in  exchange  for  that  service: 

-  as  a  liability  (accrued  expense),  after  deducting  any  contribution  already  paid  If  the  contribution  already  paid 
exceeds  the  contribution  due  for  service  before  the  reporting  date,  an  enlity  recognise  that  excess  as  an  asset 
{prepaid  expense)  to  the  extent  that  the  prepayment  will  lead  to.  for  example,  a  reduction  in  future  payments  or  o 
cash  refund;  and 

*  as  an  expense,  unless  another  Standard  requires  or  permits  the  inclusion  of  Ihe  contribution  in  the  cosl  of  an 
asset. 

Where  contributions  to  a  defined  contribution  plan  do  not  fall  due  wlmlly  within  twelve  rnonlhs  after  the  end  of  Ihe  reporting 
period  in  which  the  employees  render  the  related  service,  they  are  discounted  The  rale  used  to  discount  reflects  the  time 
value  of  money.  The  currency  and  teim  of  Ihe  financial  mslrument  selected  to  reflect  ihe  lime  value  of  money  is  consistent 
with  the  currency  and  estimated  term  of  the  obligation 

Post-employment  benefits:  Defined  benefit  plane 

Defined  benefil  plane  ere  post-etnployment  benefit  plans  other  than  defined  contribution  plans. 

Actuarial  game  and  losses  comprise  experience  adjustments  {the  effects  of  differences  between  (ha  previous  actuarial 
assumptions  and  what  has  actually  occurred)  and  the  effects  of  changes  in  actuarial  assumptions.  In  measuring  its  defined 
benefit  liability  the  entity  recognise  actuarial  gains  and  tosses  in  suipins  or  deficit  in  the  reporting  period  In  which  they 
occur. 

Assets  held  by  a  long-term  employee  benefit  fund  are  assets  (other  (han  non- transferable  financial  instruments  issued  by 
die  reporting  entity)  that  are  held  by  an  enlity  (a  fund)  lhal  is  legally  separate  from  the  reporting  enlity  and  exists  solely  lo 
pay  or  fund  employee  bene  fils  and  are  available  to  he  used  only  to  pay  or  fund  employee  benefits,  are  not  available  to  the 
reporting  entity's  own  creditors  {even  in  liquidation),  and  cannot  be  returned  to  the  reporting  entity,  unless  either 

*  Ihe  remaining  assets  of  the  fund  are  sufficient  to  meet  all  the  related  employee  benefit  obligations  of  the  plan  or 
the  reporting  entity;  or 

■  Ihe  assets  arc  returned  to  Ihe  reporting  entity  to  reimburse  it  for  employee  bene  fils  already  paid 

Current  service  cost  is  ihe  increase  in  ihe  present  value  of  the  defined  benefit  obligation  resulting  from  employee  service  in 
the  current  period. 

Interest  cosl  is  the  increase  during  a  period  in  the  present  value  of  a  defined  benefit  obligation  which  arises  because  Ihe 
benefits  are  one  period  closer  lo  settlement 

Past  service  cosl  is  the  change  In  the  present  value  of  the  defined  benefit  obligation  for  employee  service  in  prior  periods, 
resulting  in  the  current  period  from  the  introduction  of.  or  changes  to,  post-employment  benefits  or  other  long-term 
employee  benefits.  Past  service  cosl  may  be  either  positive  (when  benefits  are  introduced  oi  changed  so  that  Ihe  present 
value  of  the  defined  benefit  obligation  inci  eases)  or  negative  (when  existing  bene  fils  are  changed  so  that  the  present  value: 
of  Ihe  defined  benefit  obligation  decreases)  In  measuring  ils  defined  benefit  liability  the  entity  recognise  past  service  cost 
as  an  expense  in  the  reporting  period  in  which  the  plan  is  amended 

Plan  assets  comprise  assets  held  by  a  long-lerm  employee  henefit  fund  and  qualifying  insurance  policies 

The  present  value  of  a  defined  benefit  obligation  is  the  present  value,  without  deducting  any  plan  assets,  of  expected  future 
payments  required  lo  settle  the  obligation  resulting  from  employee  service  in  ihe  current  and  prior  periods. 

The  return  on  plan  assets  is  interest,  dividends  or  similar  distributions  and  other  revenue  derived  from  the  plan  assets, 
together  with  realised  and  unrealised  gains  or  losses  on  the  plan  assets.,  less  any  costs  of  administering  the  plan  (other 
than  (hose  included  in  the  actuarial  assumptions  used  to  measure  ihe  defined  benefit  obligation)  and  less  any  tax  payable 
by  the  plan  itself, 
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1,14  Employee  benefits  (continued) 

The  entity  account  not  only  for  its  legal  obligation  under  the  formal  terms  of  a  defined  benefit  plan,  but  also  foj  any 
constructive  obligation  that  arises  from  the  entity's  informal  practices.  Informal  practices  give  rise  to  a  constructive 
obligation  where  the  entity  has  no  realistic  alternative  but  (0  pay  employee  benefits.  An  example  of  a  constructive  obligation 
is  where  a  change  in  the  entity's  Informal  practices  would  cause  unacceptable  damage  fo  its  relationship  with  employeos. 

The  amount  recognised  as  a  defined  benefit  liability  is  the  net  total  of  the  following  amounts: 

*  the  present  value  of  tine  defined  beneftl  obligation  at  tha  reporting  date; 

*  minus  the  fair  value  at  the  reporting  date  of  plan  assets  (if  any)  out  or  which  the  obligations  are  to  be  settled 
directly: 

4  plus  any  liability  that  may  arise  as  a  result  of  a  minimum  funding  requirement 


The  amount  determined  as  a  defined  benefit  liability  may  be  negative  (an  asset)  The  entity  measure  the  resulting  asset  at 
the  lower  of: 

*  the  amount  determined  above;  and 

*  the  present  value  of  any  economic  benefits  available  in  the  form  of  refunds  from  the  plan  or  r eductions  in  future 
contributions  to  the  plan.  The  presenl  value  of  these  economic  benefils  is  determined  using  a  recount  rate  which 
reflects  the  tims-  value  of  money 


Any  adjustments  arising  from  the  limit  above  is  recognised  in  surplus  or  deficit. 

The  entity  determine  the  present  value  of  defined  benefit  Obligations  end  the  fair  value  ol  any  plan  assets  with  Sufficient 
regularity  such  that  the  amounts  recognised  in  the  annual  financial  statements  do  not  differ  materially  from  the  amounts  that 
woutd  be  determined  at  the  reporting  date. 

The  ertlily  recognises  the  net  total  of  the  following  amounts  in  surplus  or  deficit,  except  to  Ihe  extent  lhat  another  Standard 
requires  or  permits  their  inclusion  in  the  cost  of  an  asset 

*  current  service  cost; 

*  interest  cost; 

4  the  expected  return  on  any  plan  assets  and  on  any  reimbursement  rights; 

*  actuarial  gains  and  fosses; 

*  past  service  cost, 

*  Ihe  effect  of  a  n  y  cu  r  [ailment  s  or  settlements;  a  nd 

4  the  effect  of  applying  the  limit  on  a  defined  benefit  asset  (negative  defined  benefit  liability) 

The  entity  uses  Ihe  Projected  Unit  Credit  Method  to  determine  the  present  value  of  Its  defined  benefit  obligations  and  the 
related  current  service  cost  and.  where  applicable,  past  service  cost  the  Projected  Unit  Credit  Method  (sometimes  Known 
as  the  accrued  benefit  method  pro-rated  on  service  or  as  the  beu&fii/yesrs  of  service  method)  seas  each  period  of  service 
as  giving  rise  lo  an  additional  emit  of  benefit  entitlement  and  measures  each  unit  separately  to  buitd  up  Ihe  final  obligation 

In  determining  Ihe  presenl  value  of  fts  defined  benefit  obligations  and  the  related  current  service  cost  and.  where 
applicable,  past  service  cost,  an  entity  shall  attribute  benefit  In  periods  of  service  under  the  plan's  benefit  formula  However 
i.  an  employee's  service  in  later  years  wilt  lead  to  a  materially  higher  level  Of  benefil  Shari  rn  earlier  years  an  entity  shall 
attribute  benefit  ana  slraight-line  basis  from; 

-  Ihe  date  when  service  by  the  employee  first  leads  to  benefits  under  Ihe  plan  (whether  or  not  the  benefits  ore 
conditional  on  forth er  service),  unlit 

lire  dale  when  further  service  by  the  employee  will  lead  to  no  material  amount  of  further  benefits  under  the  plan 
other  than  from  further  salary  increases. 


Actuarial  valuations  are  conducted  on  an  annual  basis  by  independent  actuaries  separately  for  each  plan  The  results  of  the 
valuation  are  updated  for  any  material  transactions  and  other  material  changes  in  circumstances  (including  changes  in 
market  prices  and  interest  rates)  up  to  the  reporting  date 

The  entity  recognises  gams  or  fosses  on  the  . . ent  nr  settlement  of  a  defined  benefit  plan  when  the  curtailment  or 

settlement  occurs.  The  gain  nr  loss  on  a  curtailment  or  seltfo merit  comprises: 

*  any  resulting  change  in  the  present  value  of  the  defined  benefil  obligation1  and 

-  any  resulting  change  In  the  fair  value  ol  Ihe  plan  assets. 

Before  determining  the  affect  of  a  curtailment  or  settlement,  the  entity  .e-measure  the  obligation  (and  Ihe  related  ptan 
assets,  if  any)  using  current  actuarial  assumptions  (including  current  market  interest  rates  ant)  other  current  market  prices) 


Dihlabeng  Locaf  Municipality 

Annual  Financial  Statements  for  the  year  ended  30  June  2018 

Accounting  Policies 


1.14  Employee  benefits  (continued) 

When  il  is  virtually  certain  that  another  party  will  reimburse  some  or  ail  of  the  expenditure  required  to  settle  a  defined  benefit 
obN gallon,  the  right  to  reimbursement  is  recognised  as  a  separate  asset,  The  asset  Is  measured  at  fair  value.  In  all  other 
respects,  the  asset  is  treated  in  the  same  way  as  plan  assets,  in  surplus  or  deficit,  (he  expense  relating  lo  a  defined  benefit 
plan  is  fOR  is  not]  presented  as  the  net  of  (he  amount  recognised  for  a  reimbursement. 

The  entity  offsets  an  asset  relating  to  one  plan  against  a  liability  relating  to  another  plan  when  the  entity  has  a  legally 
enforceable  right  lo  use  a  surplus  in  One  plan  to  settle  obligations  under  tire  other  plan  end  intends  either  to  settle  the 
obligations  on  a  net  basis,  or  to  realise  Ihe  surplus  in  one  ptan  and  seitle  its  obligation  under  the  other  plan  simultaneously 

Other  post  retirement  obligations 

The  municipality  provides  post- retirement  heallh  care  benefits,  housing  subsidies  and  gratuities  upon  reliremeni  to  some 
retirees. 

The  entitlement  to  post-retirement  beallh  care  benefits  is  based  on  the  EmptoysR  remaining  in  service  up  to  refinement  age 
and  Ihe  completion  of  a  minimum  service  period.  Tire  expected  costs  of  Ihese  benefits  are  accrued  over  Ihe  period  of 
employment.  Independent  qualified  actuaries  carry  out  valuations  of  Ihese  obligations.  The  municipality  also  provides  a 
gratuity  and  housing  subsidy  on  retirement  (a  certain  employees.  An  annual  charge  to  income  is  made  lo  cover  both  these 
Fie  bi  lilies. 

1.15  Provisions  and  contingencies 
Provisions  are  recognised  when’ 

*  ihe  municipality  has  a  present  obligation  es  a  result  of  a  past  event; 

*  it  is  probable  that  an  outflow  of  resources  embodying  economic  benefits  or  service  potential  will  be  required  to 
settle  the  obligation;  and 

4  a  reliable  estimate  can  be  made  of  the  obligation 

The  amount  of  a  provision  is  the  best  estimate  of  Ihe  expenditure  expected  lo  be  required  to  settle  the  present  obligation  at 
the  reporting  dale. 

Where  the  effect  of  lime  value  of  money  is  material,  the  amount  of  a  provision  is  the  present  value  of  the  expenditures 
expected  la  be  required  to  settle  Ihe  obligation, 

1  hR  discount  rale  is  a  pre-tax  rate  that  reflects  current  market  assessments  of  the  time  value  of  money  and  the  risks 
specific  to  the  liability. 

Where  some  or  all  Of  the  expenditure  required  to  settle  a  provision  is  expected  to  be  reimbursed  by  another  party  ihe 
reimbursement  is  recognised  whe^  and  only  when,  i|  is  virtually  certain  that  reimbursement  will  be  received  if  (he 
municipality  settles  the  obligation.  The  reimbursement  is  treated  as  a  separate  asset.  The  amount  recognised  for  the 
reimbursement  does  not  exceed  the  arnounl  ol  Ihe  provision 

Provisions  are  reviewed  at  each  reporting  date  and  adjusted  to  reflect  the  Current  best  estimate.  Previsions  are  reversed  if  it 
is  no  longer  probable  that  an  outflow  of  resources  embodying  economic  benefits  or  service  potential  will  he  required,  to 
settle  Ihe  obligation. 

Where  diseounlmg  is  used,  (he  carrying  amount  of  a  provision  increases  in  each  period  lo  reflect  Ihe  passage  of  time.  This, 
increase  as  recognised  as  an  Interest  expense. 

A  provision  is  used  only  for  expenditures  for  which  the  provision  was  originally  recognised 
Provisions  are  not  recognised  for  ftilure  operating  surplus  (deficit). 

If  an  entity  has  a  conlracl  that  is  onerous,  Ihe  present  obligation  (net  of  recoveries)  uridRr  Ihe  contract  is  recognised  and 
measured  as  a  provision 
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1.15  Provisions  and  contingencies  (continued) 

A  constructive  obligation  lo  restructure  arises  only  when  an  entity: 

*  has  a  detailed  formal  plan  for  the  restructuring.  identifying  at  least; 

the  actlvily/op  era  ting  unit  or  part  of  a  activily/ope  rating  unit  concerned, 
the  principal  locations  affected; 

the  location,  function,  and  approximate  number  oF  employees  who  will  be  compensated  for  services  being 
terminated; 

tha  expenditures  dial  wilt  tie  undertaken;  and 
when  the  plan  will  he  implemented;  and 

-  has  raised  a  valid  expectation  in  those  a  Elected  that  it  well  carry  out  the  restructuring  by  starting  to  implement  that 
plan  or  announcing  its  main  features  to  those  affected  by  it. 

1.16  Commitments 

Hems  are  classified  as  commitments  when  an  entity  has  committed  ilself  to  future  transaclmns  that  wrll  normally  result  in  the 
outflow  of  cash. 

Disclosures  are  required  in  lespect  of  unrecognised  contractual  commitments. 

Commitments  for  which  disclosure  is  necessary  to  achieve  a  fair  presentation  should  be  disclosed  rn  a  note  to  the  financial 
statements,  it  both  the  fallowing  criteria  ere  met: 

-  Conti  acts  should  he  non-oa  nee  liable  or  only  cancellable  at  significant  cost  [for  example,  contracts  for  computer 
or  building  maintenance  services);  and 

*  Contracts  should  relate  to  something  other  than  the  routine,  steady,  state  business  of  the  entity  -  therefore 
salary  commitments  relating  to  employment  contracts  or  social  security  benefit  commitments  are  excluded 

1.17  Revenue  from  exchange  transactions 

Revenue  is  the  gross  inflow  of  economic  benefits  or  service  potential  during  the  reporting  period  when  those  inflows  result 
in  on  increase  in  net  assets,  oilier  than  increases  refating  to  conlributions  from  owners. 

An  exchange  transaction  is  one  in  which  the  municipality  receives  assets  or  services,  or  has  liabilities  extinguished,  and 
directly  gives  approximately  equal  value  (primarily  in  the  form  of  goods,  services  or  use  of  assets)  to  the  other  party  in 
exchange. 

Fair  value  rs  the  amount  for  which  an  asset  Could  be  exchanged,  or  a  liability  settled,  between  knowledgeable,  willing 
parti  as  in  an  arm's  length  transaction. 

Measurement 

Revenue  is  measured  at  the  fair  value  of  (ho  consideration  received  or  receivable,  net  of  trade  discounts  and  volume 
rebates. 

Sate  of  goods 

Revenue  from  the  sals  of  goods  is  recognised  when  all  the  following  conditions  hpve  been  satisfied. 

■  the  municipality  has  .transferred  to  the  purchaser  the  significant  risks  and  rewards  of  ownership  oMhe  goods. 

■  the  municipality  retains  neither  continuing  managerial  involvement  to  the  degree  usually  associated  with 
ownership  nor  effective  control  over  the  goods  sold: 

4  the  amount  of  revenue  can  he  measured  reliably: 

it  is  probable  that  the  economic  benefit  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipality;  and 

‘  the  costs  incurred  or  to  be  incurred  rn  respect  of  the  transaction  can  be  measured  reliably. 
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1.17  Revenue  from  exchange  transactions  (continued) 

Rendering  of  services. 

When  the  outcome  of  a  transaction  Involving  the  rendering  of  services  can  be  estimated  reliably,  revenue  associated  with 
the  transaction  is  recognised  by  reference  to  the  stage  of  completion  of  the  transaction  at  the  reporting  date.  The  outcome 
Of  a  transaction  can  be  estimated  reliably  when  alf  the  following  conditions  are  satisfied: 

*  the  amount  of  revenue  can  be  measured  reliably. 

*  it  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipality: 

*  the  stage  Of  completion  of  the  transaction  at  the  reporting  date  can  he  measured  reliably;  and 

*  the  costs  incurred  for  (he  transaction  and  the  costs  to  complete  the  transaction  can  be  measured  reliably 

When  services  are  performed  by  an  indeterminate  number  of  acts,  over  a  specified  time  frame,  revenue  is  recognised  on  a 
straight  line  basis  over  the  Specified  time  frame  unless  there  is  evidence  that  some  Other  method  better  represents  the 
stage  of  completion  When  a  specific  act  is  much  more  significant  than  any  other  acts,  the  recognition  of  revenue  is 
postponed  until  the  significant  act  is  executed 


When  the  outcome  of  the  transaction  involving  the  rendering  of  services  cannot  be  estimated  reliably,  revenue  is 
recognised  only  to  the  extent  of  the  expenses  recognised  that  are  recoverable 

Service  revenue  is  recognised  hy  reference  (o  the  Stage  of  completion  of  the  transaction  at  the  rep  tilling  date  Stage  of 
completion  is  determined  by  services  performed  lo  date  as  a  percentage  of  total  services  to  be  performed 

Interest,  royalties  and  dividends 

Revenue  arising  from  the  use  by  Others  of  entity  assets  yielding  interest,  royalties  arid  dividends  or  Similar  distributions  is 
recognised  when: 

*  It  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipality,  and 

-  The  amount  oF  the  revenue  can  be  measured  reliably. 

Interest  is  recognised,  in  surplus  or  deficit,  u&ing  (he  effective  interest  rate  method. 

Royalties  are  recognised  as  they  are  earned  in  accordance  with  the  substance  of  the  relevant  agreements 

Dividends  or  simitar  distributions  are  recognised.  In  surplus  or  deficit,  when  the  municipality’s  right  to  receive  payment  lias 
bean  established. 


Service  fees  included  in  the  price  of  the  product  are  recognised  as  revenue  over  Ihe  period  during  which  the  service  is 
performed. 

1.10  Revenue  from  non-exchange  transactions 

Revenue  comprises  gross  inflows  of  economic  benefits  or  service  polenlial  received  and  receivable  by  an  municipality , 
which  represents  an  increase  in  net  assets,  other  than  increases  relating  to  contributions  from  owners. 

Conditions  on  transferred  assets  are  stipulations  dial  specify  that  the  future  economic  benefits  or  service  potential 
embodied  In  the  asset  is  required  to  be  consumed  hy  the  recipient  as  specified  or  future  economic  benefits  or  service 
potential  must  be  returned  to  the  transferor. 


Control  of  an  asset  arise  when  the  municipality  can  use  or  otherwise  benefit  from  the  asset  in  pursuit  of  its  objectives  and 
can  exclude  or  otherwise  regulate  the  access  of  others  to  that  benefit. 

Exchange  transactions  are  transactions  in  which  one  entity  receives  assets  or  services,  oi  has  liabilities  extinguished,  and 
directly  gives  approximately  equal  value  (primarily  in  the  form  of  cash,  goods,  seivices,  or  use  of  assets?  to  another  entity  in 
exchange. 

Expenses  paid  through  the  Lax  system  are  amounts  that  are  available  to  beneficiaries  regardless  of  whether  or  not  they  pay 
taxes. 

Fines  are  economic  benefits  ui  service  potential  received  or  receivable  by  entities,  as  determined  by  a  court  or  other  law 
enforcement  body,  as  a  consequence  of  the  breach  of  laws  or  regulations. 
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1.16  Revenue  from  non -exchange  transactions  (continued) 

Wan-exchange  transactions  are  transactions  that  are  nol  exchange  transactions  In  a  nan  exchange  transaction.  an 
municipality  either  receives  value  from  another  municipality  without  directly  giving  approximately  equal  value  in  exchange, 
or  gives  value  to  another  municipality  without  directly  receiving  approximately  equal  value  in  exchange. 

Restrictions  on  transferred  assets  are  stipulations  that  limit  or  direct  ihc  purposes  for  which  a  transferred  asset  may  be 
used,  but  do  not  specify  that  future  economic  benefits  or  service  potential  is  required  to  be  relumed  to  the  transferor  it  not 
deployed  as  specified. 

Stipulations  on  transferred  assets  are  terms  in  laws  or  regulation,  or  a  binding  arrangement  imposed  upon  the  use  of  a 
transferred  asset  by  entities  external  to  the  reporting  municipality. 

Tax  expenditures  are  preferential  provisions  of  the  tax  law  that  provide  certain  laxpayprs  with  concessions  that  are  not 
available  to  others. 

The  taxable  event  is  the  event  that  the  government,  legislature  or  other  authority  has  determined  will  be  subject  lu  taxation 

Taxes  are  economic  benefits  or  service  potential  compulsorily  paid  or  payable  to  entities,  in  accordance  with  taws  and  or 
reputations,  established  to  provide  revenue  to  government.  Taxes  do  not  include  frnes  or  other  penalties  imposed  tor 
breaches  of  the  law. 

transfers  are  inflows  of  future  economic  benefits  or  service  potential  from  non-exchange  transactions,  other  than  taxes. 
Recognition 

An  inflow  of  resources  from  a  non-exchange  transaction  recognised  as  an  asset  is  recognised  as  revenue,  except  to  the 
extent  that  a  liability  is  also  recognised  in  respect  of  the  same  inflow. 

As  the  municipality  satisfies  a  present  obligation  recognised  as  a  iiability  in  respect  of  an  inflow  of  resources  from  a  non- 
exchange  Iransaction  recognised  as  an  asset,  it  reduces  the  carrying  amount  of  the  liability  recognised  and  recognises  an 
amount  of  revenue  equal  to  that  reduction. 

Measurement 

Revenue  from  a  non-exchange  transaction  is  measured  a!  the  amount  of  Ihe  increase  in  net  assets  recognised  by  the 
municipality 

When,  as  a  result  of  a  non-exchange  transaction,  the  municipality  recognises  an  asset,  it  also  recognises  se venue 
equivalent  to  the  amount  of  the  asset  measured  at  its  fair  value  as  at  the  date  of  acquisition,  unless  it  is  also  required  to 
recognise  a  liability.  Where  a  liability  is  required  to  be  recognised  it  will  be  measured  as  the  best  estimate  oil  he  amount 
required  to  settle  the  obligation  at  the  reporting  date,  end  the  amount  of  the  increase  in  net  assets,  if  any,  recognised  as 
revenue.  When  a  liability  is  subsequently  reduced,  because  the  taxable  event  occurs  or  a  condition  is  satisfied,  the  amount 
of  the  reduction  in  the  liability  is  recognised  as  revenue, 

Fines 

Fines  are  recognised  as  revenue  when  Ihe  receivable  meets  the  definition  of  an  asset  and  satisfies  the  criteria  for 
recognition  as  an  asset, 

Assets  arising  from  fines  are  measured  at  the  best  eslimata  of  the  inflow  of  resources  to  the  municipality. 

Where  the  municipality  collects  fines  In  the  capacity  of  an  agent,  the  fine  will  nol  be  revenue  of  the  collecting  entity. 

1,13  Investment  income 

Investment  income  is  recognised  on  a  time- proportion  basis  using  Ihe  affective  interesl  method 
1.2Q  Borrowing  costs 

Borrowing  coats  are  rn  tern  si  and  other  expenses  Incurred  by  an  entity  in  connection  with  the  borrowing  of  funds. 

Borrowing  costs  are  recognised  as  an  expense  in  the  period  in  which  they  are  incurred 
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1.21  Comparative  figures 

Where  necessary,  comparative  figures  have  been  reclassified  lo  conform  to  changes  in  presentation  in  the  current  year 

1.22  Unauthorised  expenditure 

Unauthorised  expenditure  means; 

*  overspending  of  a  vote  or  a  main  division  within  a  vote:  and 

■  expenditure  no!  in  accordance  with  (he  purpose  ot  a  vole  or,  in  the  case  of  a  main  division,  not  rn  accordance 
with  the  purpose  gf  the  main  division 

Alt  expenditure  relating  to  unauthorised  expenditure  is  recognised  as  an  expense  in  the  Statement  of  financial  performance 
in  the  year  thal  the  expenditure  was  incurred  The  expenditure  is  classified  in  accordance  with  the  nature  of  the  expense, 
and  where  recovered,  it  is  subsequently  accounted  for  as  revenue  in  the  statement  of  financial  performance 

1.23  Fruitless  and  wasteful  expenditure 

Fruitless  expenditure  means  expenditure  which  was  made  in  vain  and  would  have  been  avoided  had  reasonable  care  been 
exercised. 

All  expenditure  relating  to  fruitless  and  wasteful  expenditure  is  recognised  as  an  expanse  in  the  statement  of  financial 
performance  in  the  year  that  Ihe  expenditure  was  incurred.  The  expenditure  is  classified  in  accordance  with  the  nature  of 
the  expense,  arid  where  recovered,  ft  is  subsequently  accounted  for  as  revenue  in  lha  statement  of  financial  performance. 

1.24  irregular  expenditure 

Irregular  expenditure  as  defined  in  section  1  of  the  PFJYIA  is  expenditure  olher  then  unauthorised  expenditure,  incurred  in 
com raueni ion  of  or  that  is  not  in  accordance  with  a  requirement  of  any  applicable  legislation,  including  - 
(a)  this  Act;  or 

fb)  the  Stale  Tender  Board  Act,  1968  {Ac!  No.  86  of  1968),  nr  any  regulations  made  in  terms  of  the  Act;  or 
fo)  any  provincial  legislation  providing  foi  procurement  procedures  in  that  provincial  government. 

National  Treasury  practice  note  no.  4  of2GD8/2DQd  which  was  issued  in  terms  of  sections  76(1)  lo  76(4)  ol  foe  PFMA 
requires  the  following  (effective  from  1  April  2008): 

Irregular  expenditure  thal  was  incurred  and  identified  during  foe  current  financial  and  which  was  written  off  before  year  end 
and/or  before  finalisation  of  the  financial  statements  must  also  be  recorded  appropriately  in  the  irregular  expenditure 
register  in  such  an  instance,  no  further  action  is  also  required  with  the  exception  of  updating  foe  note  to  the  financial 
statements 

Irregular  expenditure  (hat  was  incurred  and  identified  during  the  current  financial  year  and  for  which  approval  is  being 
awaited  at  year  end  must  bo  recorded  in  the  irregular  expenditure  register  No  further  action  is  required  with  Ihe  exception 
of  updating  the  note  to  the  financial  statenHnis. 

Where  irregular  expenditure  was  incurred  in  the  previous  financial  year  and  is  only  written  off  in  foe  following  financial  year, 
the  register  and  the  disclosure  note  to  Ihe  financial  statements  must  be  updated  with  foe  amount  written  off. 

Irregular  expenditure  is  expenditure  that  is  contrary  to  foe  Municipal  Finance  Management  Act  (Act  No.56  of  2003).  foe 
Municipal  Systems  Act  (Act  No.32  of  2000),  and  the  Public  Office  Bearers  Act  {Act  Nn  20  of  1998)  or  is  in  contravention  of 
the  economic  entity's  supply  chain  management  policy.  Irregular  expenditure  excludes  unauthorised  expenditure.  Irregular 
expenditure  is  accounted  for  as  expenditure  in  the  Statement  of  Financial  Performance  and  whore  recovered,  ii  is 
subsequently  accounted  for  as  revenue  in  foe  Statement  of  Financial  Performance 

1.25  Budget  information 

Municipality  are  typically  subject  to  budgetary  limits  in  the  form  of  appropriations  or  budget  authorisations  (or  equivalent), 
which  is  given  effect  through  authorising  legislation,  appropriation  or  similar 


General  purpose  financial  reporting  by  municipality  shall  provide  information  cm  whether  resources  were  obtained  and  nserl 
in  accordance  with  Ihe  legally  adopted  budget. 

The  approved  budget  is  prepared  on  a  accrual  basis  and  presented  by  functional  classification  finked  lo  performance 
outcome  objectives. 
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1.25  Budget  information  [continued} 

The  approved  budget  covers  the  fiscal  period  tram  01/07/2017  to  30/05/2018- 

The  budget  for  the  economic  entity  includes  all  the  entities  approved  budgets  under  its  control. 

The  annual  financial  statements  and  the  budge!  are  on  the  same  basis  of  accounting  therefore  e  comparison  with  the 
budgeted  amounts  for  the  reporting  period  have  been  included  in  the  Statement  of  comparison  of  budget  and  actual 
amounts. 

1.26  Related  parties 

A  related  party  is  a  person  or  an  entity  with  the  ability  to  control  or  jointly  control  the  other  parly,  or  exercise  significant  influence 
over  the  other  parly,  or  vice  versa,  or  an  entity  that  is  subject  to  common  control,  or  joint  control. 

Control  is  the  power  to  govern  the  financial  and  operating  policies  dI  an  entity  so  as  to  obtain  benefits  from  its  activities 

Joint  control  is  the  agreed  sharing  Of  control  over  an  activity  by  a  binding  arrangement,,  and  exists  Only  when  Ihe  strategic 
financial  and  operating  decisions  relating  to  the  activity  require  the  unanimous  consent  of  the  parties  sharing  control  {the 
venturers). 

Related  parly  transaction  is  a  transfer  of  resources,  services  or  obligations  between  the  reporting  entity  and  a  related  parly, 
regardless  of  whether  a  price  is  charged. 

Significant  influence  is  the  power  to  participate  Jn  the  financial  and  operating  policy  decisions  of  an  entity,  but  is  not  control  over 
those  policies 

Management  are  those  persons  responsible  for  planning,  directing  and  controlling  the  activities  of  t he  municipality,  including 
those  charged  with  the  governance  of  the  municipality  in  accordance  with  legislation,  in  instances  where  they  are  required  to 
perform  such  functions. 

Close  members  of  the  family  of  0  person  are  considered  to  be  those  family  members  who  may  be  expected  to  influence  or  be 
rnlJuanced  by.  that  management  in  their  dealings  with  the  municipality 

Ihe  municipality  is  exempt  from  disclosure  requirements  in  relation  to  related  party  transactions  if  lhat  transaction  occurs  within 
normal  supplier  and/or  citenl/recipienl  relationships  on  terms  and  conditions  no  more  or  less  favourable  than  those  which  il  is 
reasonable  to  expect  the  municipality  to  have  adopted  if  dealing  with  thai  individual  entity  or  person  in  the  same  circumstances 
and  terms  and  conditions  are  within  ihe  normal  operating  parameters  established  by  that  reporting  entity’s  legal  mandate' 

Where  the  municipality  is  exempt  from  the  disclosures  in  accordance  with  Ihe  above,  the  municipality  disposes  narrative 
information  about  the  nature  of  the  transactions  and  the  retailed  outstanding  balances.  to  enable  users  of  the  entity's  financial 
statements  to  understand  Ihe  effect  Of  related  party  transactions  on  its  annual  financial  statements 
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2.  Summary  of  the  standards  and  pronouncements  comprising  the  GRAP  reporting  framework  for  the  30  June 
201 G  financial  year-end 


2,1  S  La  n dartis  a  nd  i  n  te  rpretati one  i  5  s  ued.  h  ut  not  yet  effective 


The  municipality  has  nut  applied  Ihe  following  standards  and  interpretations,  which  have  been  published  and  are  mandatory 
for  Ihe  municipality's  accounting  periods  beginning  on  or  after  01  July  2016  or  laier  periods: 


Standard/  Intorp rotation: 


*  G  RAP  34:  Sepa  ra  te  F mandat  Stalem e  nts 

*  GRAP  35:  Consqlrdated  Financial  Statements 

*  Graf  36-  investments  in  Associates  and  Joint  Ventures 

*  GRAP  37:  Joint  Arrangem e nts 

*  GRAP  36:  Disclosure  of  interests  in  Other  Emilies 

*  GRAP  1 10  fas  amended  2016):  Living  and  Non-liumn 
Resources 

*  G  R  AP  20:  R  elated  pa  hies 

*  GRAP  32:  Service  Concession  Arrangements:  Grantor 
4  GRAP  106;  Statutory  Receivables 

“  GRAP  109:  Accounting  by  Principals  and  Agents 

3,  Inventories 


Effective  date: 
Years  beginning 
on  or  after 
01  April  2099 
01  April  2099 
01  April  2099 
01  April  2099 
01  April  2099 
01  April  2020 


Expected  impact: 


Unlrkely  there  will  he  a  material  impact 
Unlikely  there  will  be  a  material  impact 
UnlikeFy  there  will  be  3  material  impact 
Unlikely  there  will  be  a  material  impact 
Unlikely  there  will  be?  a  material  impact 
Unlikely  there  will  be  a  material  impact 


01  April  2019 
01  Apr  il  2019 
01  April  2019 
01  April  2019 


Unlikely  there  will  be  a  material  impact 
Unlikely  there  will  be  a  material  impact 
Unlikely  there  will  be  a  malsrral  impact 
Unlikely  there  will  be  a  material  impact 


Consumable  stores 

734,501 

674,165 

Water 

116,262 

105.990 

Fuel  (Diesel,  Petrol) 

645,004 

626  737 

Water  chemicals 

65,812 

230,494 

4,  Other  financial  assets 

1.563,579 

1,639,395 

Designated  at  fair  value 

Listed  shares 

A  109  shares  in  Sanlam  ©  R70.Q7  (2017-  R64.B0) 

202,122 

270,151 

Unlisted  shares 

245.370 

223,983 

6  6S2  shares  in  Cos  Vrysteal  hteap  Operations  Ltd  @  R14.90  (2017  ;  R  13.20) 

9  016  shares  in  Oos  Vryslaat  Kaap  Holdings  Ltd  @  R 12. 90  {2017  R  12.10) 

Sanlam  short  term  deposit 

1  he  short  term  deposit  at  Sanlam  is  fixed  and  matures  at  a  future  dale. 

969.165 

696,767 

ABSA  short  term  deposit 

The  short  term  deposit  at  ABSA  is  fixed  and  matures  at  a  future  date. 

156.276 

156,276 

1,662,933 

1,549,097 

Total  other  financial  assets 

1.662,933 

1,549,097 

Mon 'Current  assets 

Designated  at  fair  value 

537.402 

404,0.34 

Current  assets 

Designated  at  fair  value 

1,125,441 

1 ,055,063 
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5.  Receivables  from  exchange  transactions 

Unbilled  consumption  to  trade  debtors 
Pre-paid  eleetiieity  from  third  party  vendors 
Sale  of  property  debtors 
Fraudulent  payment  tinder  investigation 
Impairment  of  fraudulent  payments 


6.  Receivables  from  mm-exchange  transactions 

Post  office  and  petmt  deposits 

Other  receivables  from  non-exchange  revenue 

Unpaid  traffic  tines 

Provision  for  traffic  fines  not  recoverable 


201a 

2017 

9,941,126 

12,609,064 

1769,155 

1 ,935,638 

706,619 

3,363,332 

1,741,328 

1,741,320 

(1,741,323) 

(1741326) 

12,412,900 

17,958.034 

170,000 

170,006 

2.256.630 

42,055 

61,706,236 

61.706.236 

(61 ,555.666) 

(51 ,585,663) 

2,547,248 

333.423 
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7.  Trade  receivables 
Gross  balances 

Trade  receivables  from  non-exchange  transactions: 
Rates 

Trade  receivables  from  exchange  transactions: 

Electricity 

Water 

Sewerage 

Refuse 

Rentals,  advertising  and  sundry  charges 


Less:  Allowance  for  impairment 

Trade  roceivahtes  from  non-exchange  trans a ctto ns: 

Rates 

Trade  receivables  from  exchange  transactions: 

Electricity 

Water 

Sewerage 

Refuse 

Rentals,  advertising  and  sundry  charges 


Not  balance 

Trade  receivables  from  non-exchange  transactions: 
Rates 

Trade  receivables  from  exchange  transactions: 

Electricity 

Water 

Sewerage 

Refuse 

Rentals.  advertising  and  sundry  charges 


Trade  receivables  from  non-exchange  transactions: 
Rates 

Current  (0  -30  days) 

31  -  SO  days 


Trade  receivables  from  Exchange  transactions: 

Electricity 

Current  (0  -30  days} 

Water 

Current  {0  -30  days) 

31-60  days 
61  -  90  days 
91-120  days 
121  -365  days 


2018 

2017 

110.618,662 

72.822,509 

26.901,917 

236.503.575 

137.806.576 

1  S3 ,355.263 

46,132,733 

28,370,234 

213,440,606 

127,892,493 

179.420.594 

27.901,159 

755,328,781 

649,856,885 

(1 02.445,514) 

(66,097,391) 

(26,646,034) 

(219,887.649) 

(127,050.356) 

(178,272.524) 

(42.531,980) 

(25.753.4281 

(193,729747) 

(116,081,692) 

(162,851,202) 

(25.324.503) 

(696,834,057) 

(539.842,963) 

8,173,148 

6.725.116 

2.255,683 

13,615.926 

10,756,220 

15,092,744 

3,600,803 

2,620.806 

19,711,149 

11,610.801 

16.509.392 

2.576,656 

58,494.724 

60,013,922 

7.550,258 

5,768.811 

016,890 

936,307 

8.173,148 

6,725,118 

2,255,883 

2.620,806 

7.696.349 

5,862.971 

5,639.045 

3.580.250 

5,237,590 

3,270,412 

42,942 

3.124,705 

3.872,801 

18,615,926 

19,711,149 
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7,  Trade  necoivahles  (continued) 

Sewerage 

Current  (0  -80  days) 

31-60  days 
61-90  days 
91  - 120  days 
121  -  305  days 


Refuse 

Current  (0  ^30  days.) 
31  -  GO  days 
61  -  90  days 
91  - 120  days 
121  -  365  days 


Other  (specify) 
Current  (0  -30  days) 
31  -  60  days 
61-90  days 
91  -  1 20  days 
121  -365  days 


2018 

2017 

4,652,936 

3,290,156 

2,813,129 

3.774,766 

2.416.5GS 

2,144,222 

1,913,769 

1,561.476 

1 0,756,220 

11,81 0,801 

4,299,600 

3,555.260 

3,421,208 

3,363,993 

452,595 

3.369,370 

2,624,032 

2,524,755 

2.409.000 

5,642,235 

15,092,744 

16,569,302 

651,467 

480.634 

536,942 

440.057 

1.261,703 

558,155 

2,018,501 

3,600,803 

2,570,656 
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Fitfurws  in  Rand 

2015 

2017 

7,  Trade  receivables  (continued) 

Summary  of  trade  receivables  by  customer  classification 

Consumers 

Current  (0-30  days) 

31  -  60  days 

61-90  days 

01  -  120  days 

121  -  365  days 
>  365  days 

32.563,679 

16,474,180 

14.380,391 

14.010.607 

94,632,315 

533.676,798 

30,965.456 

17,122.828 

15,395,541 

12,876.729 

91,901.204 

464.187.844 

Less.  Allowance  for  impairment 

706.637,070 

{696,834,057) 

632.449,602 

(589.842,962) 

8,803.913 

42,608,640 

Rational  and  provincial  government 

Current  (0  -30  days) 

31-60  days 

61  -  00  days 

91  - 120  days 

121  -  365  days 
>  365  days 

4,476,033 
2,393.029 
1,780.077 
1,143,019 
31 .300,844 
6,697,808 

2,975.366 

1.860,539 

1,352,516 

724.551 

3,845.598 

6,028.614 

49,690,810 

17,407,284 

Total 

Current  (0  -30  days) 

31  60  days 

61  -  00  days 

91  -  120  days 

121  -  365  days 
>  365  days 

37,038,712 

18,857.209 

16.160,408 

15,153,626 

125,933.159 

542,174.607 

33.940,022 

19.003,367 

16,745,057 

13,601,200 

95,746,901 

470,316,458 

Less:  Allowance  for  impairmanl 

755.323,781 

(696,634,057) 

649.056.885 

(559.842,963) 

53,494,724 

60.013,922 

Less'  Allowance  for  impairment 

Current  (0  -30  days) 

31  -  60  days 

61  -  90  days 

91-120  days 

121  -  365  days 
>  365  days 

(9,727.133) 

(5,265.224) 

(4,149.599) 

(11.298.634) 

(134.460,680) 

(531,912,887) 

(13,721,632) 

(8,121,066) 

(8,255,560) 

(9,309,794) 

(86,246.995) 

(464.187,844) 

(696,834.057) 

(589,842.963) 

Total  debtor  past  due  but  not  impaired 

Current  (0  -30  days) 

31  -  60  days 

61  -  90  days 

91  -  120  days 

121  -  365  days 
>  365  days 

27,812,579 

13,581.005 

12,010,870 

3.854,992 

1,734.293 

20. 219.140 
10.832.279 
8.492.497 
4.291,486 
9.499,307 
6.623,614 

50,994,724 

60,013,923 
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Figures  in  Rand 

2016 

2017 

7  Trade  receivables  (continued) 

Reconciliation  of  allowance  for  impairment 

Balance  at  beginning  of  the  year 

Contributions  to  allowance 

(569.842,963) 

(106,991,094) 

(566,41  1.512) 
(23,431.451) 

(696,634,057) 

(589,842,963) 

Consumer  debtors  Impaired 

As  or  30  June  2016,  consumer  debtors  Of  *696,634,057  (2017:  *569,842.963)  were  impaired  and  provided  for 

The  amount  of  the  provision  was  R 106 ,699, 094  as  ot  30  June  2018  (2017:  *23,431.4 51  ). 

6.  Cash  and  cash  equivalents 

Cash  and  cash  equivalents  con  si  si  of: 

Cash  on  hand 

164,789 

1,465,455 

Bank  balances 

Bank  overdraft 

161.116 

3 

* 

(4.239,871) 

1,630,244 

(4.058,752) 

Current  assets 

Current  liabilities 

1,630.244 

181,119 

- 

(4,239,671) 

1,630,244 

(4.050,752) 

SirwSSwfl1 3n  °“erdraf'  'ati“ly  °f  R5-000-000 120,7:  R5.000.000).  Ai  year  and  the  overdraft  amounted  to  R- 


The  municipality  had  the  following  bank  accounts 


Account  number  /  description 

ABSA  Bank  -  Cheque  account 
(Primary)  -  405-289-3966 


Bank  statement  balances 
30  June  ZD1 B  30  June  201 7  30  June  201 6 

3,4:14,654  729,461  T.  130,486 


Cash  book  balances 

30  June  2019  30  June  2017  30  June  2016 
1,475,519  (4,217,297)  (7,518.621) 


ABSA  Bank  -  Cheque  account 
(Project)  - 100-001-0223 

ABSA  Bank  -  Cheque  account  - 
40-8862-1620 

5.953 

50 

2.336 

3 

1,908 

577 

5,953 

50 

(22.574) 

3 

(406) 

577 

Total 

3,440,657 

732000 

1,140,971 

1,481,522 

(4,239,668) 

(7,518,452) 

9.  Si ol ogi cal  assets  that  form 

part  of  an  agricultural  activity 

2016 

2017 

Cost  / 
Valuation 

Accumulated  Carrying  value 
depreciation 
and 

accumulated 

impairment 

Cost/ 

Valuation 

Accumulated  Carrying  value 
depreciation 
and 

accumulated 

impairment 

Game  stock 

3,231 ,570 

- 

3,231.570 

2,932,610 

- 

2,932,610 
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2018  2017 


B,  Biological  assets  that  form  part  at  an  agricultural  activity  (continued) 
Reconciliation  oF  biological  assets  that  form  part  of  an  agricultural  activity  -  2018 


Game  slock 


Opening  Goins  or 
balance  losses  arising 
from  changes 
in  Fair  value 
2,932,610  298,960 


Total 


3,231.570 


Reconciliation  of  biological  assets  that  form  part  of  an  agricultural  activity  -  2017 


Game  slock 


Non  -  Financial  Information 


Opening 

balance 


3.726,078 


Disposals  Gains  or 

josses  arising 
from  changes 
En  fair  value 

(586,950)  (207,515) 


Total 


2,932.610 


Quantities  of  each  biological  asset 
Game  stoclt 


1.550  1,136 


the  stock  count  were  performed  by  the  Communily  services  department  m  June  2018,  The  Department  of  Economic  small 
business  development,  tourist  and  environmental  affairs  Of  the  Free  State  (DESTEA)  assists  the  municipality  in  (he 
management  of  the  Woihuterskcp  Private  Mature  reserve  mumapahiy  in  (he 


1 0 ,  In ves  tment  p  rope  rty 


2013 

2017 

Investment  property 

Cost  / 
Valuation 

Accumulated  Carrying  value 
depreciation 
and 

accumulated 

impairment 

Cost  / 
Valuation 

Accumulated  Carrying  value 
depreciation 
and 

accumulated 

impairment 

51,996,400 

-  51.996,400 

51 ,996,400 

51 ,996,400" 

Reconciliation  of  investment  property  -  2018 


Investment  property 

Reconciliation  of  Investment  property  -  2017 


Opening 

balance 

51,996,400 


Total 

51,996,400 


Investment  property 


Opening  Total 
balance 

51.996.400  51,996.400 


n  register  containing  the  information  required  by  section  63  of  the  Municipal  Frnanoe  Management  Ac!  is  available  for 
ins  peel  ion  at  Ihe  registered  office  of  the  municipality 


57 


Dihlabeng  Local  Municipality 

Annual  Financial  Statement  for  the  year  ended  30  June  2018 

Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand 


1 0.  Investment  property  (continued) 

At  initial  recognition,  the  municipality  measures,  investmenl  property  at  fair  value  to  determine  a  coat  price  and  the  fair 
value  model  is  applied  lo  investmenl  property  for  subsequeni  measurement  Under  the  fair  value  model  investment 
property  is  carried  at  the  fair  value  at  (he  reporting  dale 

The  initial  fair  value  valuation  of  (he  properly  is  supported  by  market  evidence.  Management  evaFute  the  market  values  ui 
each  year  end  and  adjustments  will  be  made  if  Ihere  is  a  significant  change  in  I  he  values 

Revaluations  were  performed  by  on  independent  valuator  Mr  Arthur  Ldosa  (ndedeudenl  valuers,  who  holds  a  recognised 
and  retevanl  qualification,  during  2015.  A  certificate  (o  this  extent  was  received  From  the  above- mentioned  valuator 
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Figures  in  Rand 


201 7 


11.  Property,,  plant  and  equipment 


Bins  and  containers 
Community  assets  -  Buildings 
Community  assets  -  Land 
Emergency  equipment 
Furniture  and  fixtures 
Infrastructure  -  Electrical 
Infrastructure  -  Roads 
Infrastructure  -  Sewer 
Infrastructure  -  Water 
Infrastructure  solid  waste  - 
Buildings 

Infrastructure  solid  waste  -  Land 

Land  -  owned 

Leased  assets 

Motor  vehicles 

Office  equipment 

Other  assets 

Plant  and  equipment 

Railways 

Security  equipment 

Work  In  progress.  Community 

buildings 

Work  In  progress.  Electrical 
Work  in  progress.  Roads 
Work  in  progress:  Sewer 
Work  in  progress'  Water 

Total 


2013 

2017 

Cost  l 
Valuation 

Accumulated  Carrying  value 
depreciation 
and 

accumulated 

impairment 

Cost  f 
Valuation 

Accumulated  Carrying  value 
depreciation 
and 

accumulated 

impairment 

- 

- 

- 

1 ,257,645 

(1.033,389) 

224  256 

277,602.214 

(90.953.972) 

186,848,242 

265.007.057 

(80,648,965) 

104,350.002 

130,571.863 

- 

138,671.863 

130 .671.803 

- 

130,671.063 

- 

- 

* 

283,172 

(197,035) 

86.137 

4.927,035 

(3,803,943) 

1,123,942 

4,348,627 

(3,390.175) 

958.452 

158,G0®,795 

(97,368,726) 

61 .300.069 

102,531,553 

(58.100.716) 

104.400.837 

409.797,147 

(175.407,122) 

234.390,025 

398,741.177 

(100,405,470) 

238.335.707 

403,454,665 

(133.917,952) 

263.536.713 

403,454,665 

(124,044,636) 

278.610.029 

526,556.519 

(140,517.398) 

388,039,121 

521,547,374 

(122,218,533) 

399,328,835 

22,249,023 

(7,253.561) 

14,395,442 

17.643,660 

(6,513.879) 

11,123.701 

- 

- 

- 

4.605,303 

4.605,363 

410.705,710 

- 

418,735,710 

435.670.710 

- 

435.670.710 

14,921 ,921 

(9,666.937) 

5.254,934 

12.294,701 

1 

(8.919.044) 

i 

3,375,657 

12,251,052 

(9,304,773) 

2,947,173 

1 1,308,61 1 

(8,244.045) 

3,064.566 

1,540.334 

(1 ,322,399) 

217,335 

_ 

15,884,663 

(12,237,820) 

3.646,643 

15,468.043 

(11,190,609) 

4,277,354 

48,755.739 

(27,036,522) 

21.669.217 

48.755,739 

(24,377,070) 

24.377,869 

* 

- 

6,139 

(6, 137) 

2 

513.044 

- 

513.044 

- 

- 

- 

7,524,009 

. 

7,524,009 

4,845,548 

4,845.548 

14,114,083 

- 

14.1 14.083 

4,940,646 

* 

4,940,646 

- 

* 

- 

741.649 

(741 ,649) 

26,033.940 

- 

26,933,340 

12.902,683 

- 

12,902,603 

“  -  - - . - .  -  -- _ 

2 , 5  PT  ,41  P.76G  (71 4,841 ,795)  1 , 7  S  9 ,56a  ,97 1  3 ,465,076  ,825  (6 1 0,918,237)1,054,150,386 
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Dihlabeng  Local  Municipality 

Annual  Financial  Statements  for  the  year  ended  30  .June  2018 

Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand 


12,  Intangible  assets 


2018 

2017 

Computer  software 

Cost  t 
Valuation 

Accumulated  Carrying  value 
amortisation 
and 

accumulated 

impairment 

Cost  1 
Valuation 

Accumulated  Carrying  value 
amortisation 
and 

accumulated 

impairment 

4,129,511 

(2.443.382)  1,636,129 

4,120,512 

(1.765,588)  2,343,92 4 

Reconciliation  of  intangible  assets  -  2018 


Computei  software 


Reconciliation  Of  intangible  assets  2017 


Opening 

balance 

2,343.924 


Amortisation 

(1657,795) 


Total 

1,686,129 


Computer  software 


Opening 

balance 

1.654,387 


Additions  Amortisation  Total 

1,137.170  (647,633)  2,343,924 


13.  Heritage  assets 


Historical  buildings 


2013 

2017 

Cost  / 
Valuation 

Accumulated  Carrying  value 
impairment 

Josses 

Cost  t 
Valuation 

Accumulated  Carrying  value 
impairment 
losses 

46,260,000 

46260.000 

46,260.000 

46,260,000 

Opening 

balance 

46,260,000 


Total 

46,260,000 


Reconciliation  of  heritage  assets  2010 

Historical  buildings 

Reconciliation  of  hen  tags  assets  2017 

Historical  buildings 
Valuation  of  heritage  assets 

ion,&  Permed  by  an  independent  valuator.  Mr  Arthur  Leiosa  tndedendent  valuers,  who  holds  a  recognised 
and  relcvanl  qualification,  during  2015.  A  certificate  lo  this  extent  was  received  from  (be  above-mentioned  valuator 

end  ^a^p^rsed  the  heritW  3££etS  and  that  there  ™  -  n-d  for  the  assets  to  be  impa.red  a,  the 


Opening 

balance 

46.250,000 


Total 

46.260.000 
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Drhlabeng  Local  Municipality 

Annual  Financial  Statements  tor  Ihe  year  ended  30  June  2018 

Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2013 

2017 

13.  Heritage  assets  {continued} 

Heritage  assets  used  for  more  than  one  purpose 

The  following  heritage  assets  are  used  by  the  entity  for  offices  and  other  purposes  arid 
assets: 

are  not  included  in  the  heritage 

The  town  hall  in  Bethlehem  Is  aslo  used  as  offices. 

The  museum  in  Bethlehem  is  management  by  Ihe  Museum  Trust  ant)  various  other  culture  organisation  uses  II  (or  mealing 

Part  of  Pnetorius  kloof  farm  is  used  as  a  bird  park. 

14.  Other  financial  liabilities 

At  amortised  cost 

Development  Bank  of  Southern  Africa  (DB5A) 

1  me  re  si  will  he  charged  at  10%  per  year  The  loon  is  repayable  in  monthly  Instalments 
of  R621 ,61 5  over  a  period  of  7  years 

ABSA 

This  Is  Instalment  sale  agreements  tor  2  vehicles  with  a  total  book  value  of 

R  1,967, 592.  Payable  in  monthly  installment  of  R18,371  and  R  13.036  at  an  interest  rale 
of  10%  and  10.25%  over  a  period  of  60  mOPlhs. 

37,906.652 

1,706,000 

41 ,409,2(10 

Tola!  other  financial  liabilities 

39,612,652 

41,4O9.2D0 

39,612,652 

41,409,209 

Non -current  liabilities 

At  amortised  east 

34. 7S  1,545 

37,245,835 

Current  liabilities 

At  amertised  oosl 

4,021,107 

4,183,573 

1 5.  Payables  from  axe  han  g  e  kran  s  a  c  lions 

Trade  payables 

Trade  receivables  wilh  credit  balances 

Deposit  cm  land  sales 

Deposits  received 

Sundry  creditors 

Salary  related  creditors 

Accrued  bonus 

Accrued  leave 

Retenllon  on  projects 

334,139,724 

6,589,710 

5,120.725 

253,959 

11,673,454 

13,610,791 

6,538.154 

20.931,839 

4.318,416 

279.006,329 

5,283,925 

1,400,008 

263,966 

11,417.400 

10,497.119 

4.970.466 

18.260,022 

4.148,255 

402,400,572 

335,252,562 

16,  VAT  receivable 

VAT  accrued  on  accounts  receivable 

VAT  accrued  on  accounts  payable 

VAT  payable  to  /  (refundable  by)  SARS 

2,606,739 

{27,661 ,449) 

4,528,090 

4.537,993 

{20.192,435) 

9,173,280 

(20,526,620) 

{14,476,162) 
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Dihlabeng  Local  Municipality 

AnnuaJ  Financial  Statements  tor  the  year  ended  30  June  2018 

Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand 


201  a  2017 


17.  Consumer  deposits 

Water  and  electricity 
Sundry 

IS.  Unspent  conditional  grants  and  receipts 
Unspent  conditional  grants  and  receipts  comprises  of; 

Movement  during  the  year 
Balance  at  the  beginning  of  the  year 

Unspsnt  National  Development  Electrification  grant  recovered  from  equitable  share 
a  I  local  ion 


7,353,166  6.652,034 

27,758  250 

7,380,924  6,652,2B4 


5,000,000 

(5,000,000} 


The  nature  and  extent  of  government  grants  recognised  in  ft#  annual  financial  statements  and  an  indication  of  other  farms 

of  government  assistance  from  which  the  municipality  has  directly  benefited;  and 


Unfulfilled  conditions  and  other  contingencies  attaching  to  government  asisislance  that  has  been  recognised. 
See  note  28  for  reconciliation  of  grants  from  NattonaUProvinctal  Government, 

19.  Provisions 

Reconciliation  of  provisions  -  2018 


Opening 

Change  in 

Total 

Balance 

discount 

Environmental  rehabilitation 

2.812,117 

factor 

(20.596) 

2,791.521 

Reconciliation  of  provisions  -  2017 

Opening 

Change  in 

Total 

Balance 

discount 

Environmental  rehabilitation 

5,203, ODD 

factor 

(2,390,353) 

2,812.117 
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□ihlabeng  Local  Municipality 

Annual  Finance  Statements  for  the  year  ended  30  June  2018 

Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand 


2D  1 7 


1 S.  Frovls  I  o  US  (con  U  r  iu  c  d ) 

Environmental  rehabilitation  provision 

The  new  dumping  site  became  operational  on  1  December  2010  as  the  old  dumping  site  was  closed.  On  a  monlbly  basis 
the  EJte  is  filled  with  approximately  13  200  cubic  meters  of  cove;  material,  garden  waste,  industrial  waste  and  building 
rubble.  The  landfill  site  was  assessed  by  MetsE  Melseng  Geological  &  Environmental  Services  and  based  on  the 
assessment,  the  provision  Tor  (he  rehabilitation!  and  the  closure  of  the  landfill  site  was  calculated  over  a  period  of  2D  years 

The  following  key  assumptions  were  made  I  hat  can  imps  cl  considerably  on  the  calculation  of  the  provision  if  they  change: 

-  provision  we s  made  to  d isp  ose  of  2  G 53  300  cubic  rnel re  ws ist  thal  will  fill  am  area  of  1 29  SCO  sq ua re  metres  x  1 S 
metres  high  over  a  lifespan  of  20  years 

*  an  average  d  i  sposal  tern  po  of  1 6D  clj  bic  metres  per  day  over  the  20  yea  r  life  spa  n  was  used  for  cost  ing  ca  I  cuf  a  I  ions 

•  an  annual  inllaticnary  increase  of  4.9%  (2017:  4.8%)  was  used  for  the  projected  cosl 

Proper  management  of  Ihe  site  will  increase  the  number  of  years  of  operation  and  will  ensure  thal  environmental 
compliance  is  adhered  to.  The  timing  of  the  cashflow  is  uncertain. 

An  assessment  was  done  on  22  June  2016  by  the  firm  EnvircMatrix  (Pty)  Ltd  to  estimate  the  total  Closure  cost  ot  Ihe  current 
dumping  site  m  accordance  with  it's  licence  agreement. 
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Dihlabeng  Local  Municipality 

Annual  Financial  Statements  for  ihe  year  ended  30  June  2013 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2018 

2017 

20.  Employee  benefit  obligations 

Tha  amounts  recognised  in  the  statement  of  financial  position  are  as  follows: 

Carrying  value 

Present  value  of  the  defined  benefil  obligati  on -wholly  unfunded 

(21 ,031,000} 

(10.034.000) 

Changes  in  the  present  value  of  the  defined  ben  am  obligation  are  as  follows: 

Opening  balance 

Benefits  paid 

Net  expense  recognised  in  the  statement  of  financial  performance 

{18,334, OLID) 
2,135.000 
(5,282,000) 

(18.508,000) 
1,852,000 
(1 ,168,000) 

(21 ,981,000) 

(10,884,000) 

Net  espensE  recognised  In  the  Statement  of  financial  performance 

Current  service  cost 

Pa sl  service  cost 

Actuarial  (gains)  losses 

{79,000) 

{1,306.000) 

{3.397.000) 

(135,000) 

{1,962,000) 

929.000 

(5,282,000) 

(1,160,000) 

Key  assumptions  used 


The  post  rel ire ment  medical  aid  liability  fs  valued  on  a  generally  accepted  actuarial  valuation  melhod  The  liability  was 
calculated  on  a  member-member  basis,  taking  into  accounl  (he  liabilities  anting  in  respect  of  principal  members  and 
their  spouses .  Ag  es  a re  ca fculaled  a S  per  ag e  on  30  June  2018, 

The  projected  unit  credit  method  was  used  as  prescribed  by  IAS  19  and  GRAP  25.  This  method  is  based  on  (he 
approximation  I  hat  the  post-relirement  benefit  Is  nolionally  built  up  over  the  employees'  working  life. 

The  actuarial  valuation  of  the  PRMA  [post- retirement  medical  aid)  liability  involves  (he  following; 

-  the  projection  of  fulure  postal  ire  merit  medical  contribution  subsidy  cash  flows,  taking  into  account  the  probabilities 

of  survival,  withdrawal,  il, ’-health  retirement,  early  retirement  and  death  in  service. 


*  the  medical  Coniributbn  subsidies  arising  in  respect  ol  adult  dependents  of  employees. 

*  increasing  the  projected  subsidy  cashflows  in  line  wilh  expected  long  .term  contribution  escalation. 

*  discounting  these  cashflows  in  aider  to  express  the  PRMA  liability  in  current  Rand  terms. 

Discount  rate  used:  GRAP  25  defines  the  determination  of  the  Discount  rate  assumption  to  be  used  as  follows: 

"I  tie  discount  rale  (hat  reflects  the  lime  value  Of  money  is  best  approximated  by  reference  to  market  yields  at  Ihe  ie  porting 
date  on  government  bonds.  Where  there  is  no  deep  market  in  government  bonds  with  a  sufficiently  long  maturity  tn  match 
the  estimated  maturity  of  all  the  benefit  payments,  an  entity  uses  Current  market  rates  of  Ihe  appropriate  term  to  discount 

shortei  larm  payments,  and  estimates  the  discount  rate  for  longer  maturities  by  extrapolating  current  market  rates  along  the 
yield  curve. 


CPI  used  {Consumer  Price  Inflation).  Difference  between  nominal  and  yield  curves. 
Medical  Aid  Contribution  Inflation.  CPI  +  1% 

Net  effective  discount  rate:  Yield  Curve  based. 

Defined  contribution  plan 
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Dihlabeng  Local  Municipality 

Annual  Financial  Statements  for  iha  yeaF  ended  30  June  2018 

Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand  2018 


20.  Employee  benefit  obligations  (Continued) 

it  is  the  policy  of  the  municipality  to  provide  retirement  benefits  (o  all  its  employees,  A  number  of  defined  contribution 
provident  funds,  all  of  which  arc  subject  to  the  Pensions  Fund  Act  exist  for  this  purpose.  Ail  couriciEfDrs  and  employees 
belong  to  three  defined  benefit  retirement  funds.  One  fund  is  administered  by  the  Provincial  Pension  Fund  The  fast 
actuarial  valuation  as  at  30  June  2005  are  in  the  process  of  being  finalised  and  will  be  submitted  to  the  Municipality  once 
approved  by  the  execulive  committee  or  the  fund.  Information  could  not  be  obtained  for  Ihe  other  two  funds  regarding  the 
admi  ni  sf  raters  no  the  actuaries . 

The  municipality  is  under  no  obligation  to  cover  any  unfunded  benefits. 

£1,  Long  service  leave  award 


Changes  in  the  present  value  of  the  defined  benefit  obligation  are  as  follow^ 


Opening  balance 

Benefits  paid 

Net  expense  recognised  m  the  statement  of  financial  performance 

(13,691,000) 

1,129.000 

(2.947.000) 

(13,632.000) 
1,359,000 
(1 ,913,000) 

(1 5.509,000) 

(13.691,000) 

Net  expense  recognised  In  the  statement  of  financial  performance 

Current  service  cost 

Interest  cost 

Actuarial  (gains)  losses 

(1 ,502,000) 
(1.356,000) 
(89.000) 

(1,402,000) 

(1,513.000) 

997.000 

(2,947,000) 

(1,918,000) 

Key  assumptions  used 


I  he  long  service  leave  liability  is  valued  on  a  generally  accepted  actuarial  valuation  method.  Ages  and  qender  information 
as  at  30  dune  2016  were  used. 

The  projected  unit  credit  method  was  used  as  prescribed  by  IAS  19  and  GRAP  25.  This  method  Is  based  on  the  expected 
value  0.  each  employee's  long  service  award  is  projected  to  the  next  interval  by  allowing  for  future  saFary  grov^th 

The  actuarial  valuation  of  the  Long  service  leave  liability  involves  the  following: 

*  long  service  benefits  ore  awarded  in  the  form  of  leave  days  and  a  percentage  of  salary. 

the  calculated  award  valeus  are  then  discounted  at  the  assumed  discount  interest  rate  to  the  date  of  the 
calculation. 

•  mortality,  retirements  and  withdrawals  from  service  are  also  taken  into  account, 

•  the  liability  is  determined  on  ihe  basts  that  each  employee's  long  service  benefits  accrues  uniformly  over  ihe 
working  life  of  an  employee  up  to  ihe  end  of  the  interval  at  which  Ihe  benefits  becomes  payable. 

*  the  current  policy  for  awarding  long  service  awards  remains  unchanged  in  the  future. 


Dihfabeng  Local  Municipality 

Ann  Liar  Financial  Statement  for  the  year  ended  30  June  2013 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2018 

2017 

22.  Revenue 

Rendering  of  services 

Service  charges 

Rental  of  facilities  and  equipment 

Interest  received  (tied mg) 

Licences  and  permits 

Other  income 

Interest  received  -  investment 

Dividends  received 

Property  rates 

Government  prams  and  subsidies 

Fines  and  penalties 

l  ,5 19.625 
336,962.652 
4.739.176 
46.616,972 
55,639 
2.917,946 
274.960 
6.436 
140,653,140 
191.693,517 
1.210,932 

1,353.341 
331 ,522.092 
4.466,819 
46,370,360 
69.041 
9,131.636 

8,264 
91 .4  50,921 
199.255.223 
1.013,634 

7  26,653. 09  S 

685,146,309 

The  amount  included  in  revenue  arising  from  exchanges  of  goods  or  services 
are  as  follows: 

Service  Charges 

Rendering  of  seivicss 

Rental  of  facilities  and  equipment 

Inlerest  received  (trading) 

Licences  and  permits 

Other  income 

Interest  received  -  investment 

Dividends  received 

336.962,652 

1,519.625 

4,739,178 

43.616,972 

55,639 

2,917.946 

274,060 

6.485 

331.522.092 

1,053,341 

4.406,819 

46.370,368 

69.041 

9,131,636 

8.264 

395,035,457 

393,421,561 

‘  included  iri  revenue  arising  from  non^xebange  transactions  Es  as 

Taxation  revenue 

Property  rates 

Transfer  revenue 

Government  grants  and  subsidies 

Fines  and  penalties 

140,553.140 

191,693,517 

1,210.032 

91 ,450,921 

199,255.223 

1,018.684 

333,457,639 

291,724,828 

23.  Sendee  charges 

Sale  of  electricity 

Sale  of  waiter 

Sewerage  and  sanitation  charges 

Refuse  removal 

133.483,533 

63,495.358 

47,492.049 

40.491.712 

181.686,165 

60.976.123 

46.846.726 

42,013,070 

336.962,652 

331,522,092 

Water  distribution  losses  (or  tee  year  31,71%  (2017:  37.65%) 


Electricity  dislribulion  losses  for  the  year  2.46%  (2017-  14  44%) 


The  main  reasons  for  the  losses 
and  Ihe  illegal  connections  in  the 


are  due  lo  the  ageing  infra  siructure  of  the  networks, 
electricity  network. 


elsn  the  leakages  in  Ihe  water  network 
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Annual  Financial  Statements  for  the  year  ended  30  June  2(31  S 

Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand 


24.  Rental  of  facilities  and  equipment 

Premises 

Premises 


Facilities  and  equipment 
Rental  of  equipment 


25.  Other  Income 

Advertising  income 
Blacked  sewerage  charges 
Building  plan  fee:; 

Clearance  certificates 
Encroachment  charges 
Escorting  of  abnormal  freights 
Insurance  cfaim  received 
Landing  charges 
Donations  received 
Festivals 

Parking  meter  income 

Photocopies  and  faxes 

Skills  development  levies  received 

Sundry  income 

Sundry  income:  Electricity 

Sundry  income:  Parks 

Sundry  income’  Traffic 


26,  Investment  revenue 

Dividend  revenue 
investments 


Interest  revenue 
Bank 

investment 


201 R 

2017 

4.303,440 

3.532,050 

435.733 

834.769 

4.739  ,f 7® 

4,463,319 

- 

646.239 

- 

5  T  ,875 

518.398 

604,332 

286,040 

307,580 

1,007,625 

373.516 

162,331 

100,299 

(28,731) 

497,492 

- 

39,708 

200,000 

1.007.736 

- 

700 

- 

0,283 

90.585 

4,524 

154.243 

369.232 

345,205 

4.307,411 

- 

(13,667) 

- 

5,350 

- 

10,976 

2,917.948 

9,131 ,638 

3.465 

3.264 

109,673 

75.287 

- 

274,960 

- 

263,445 

6,284 

69 


Dihlataeng  Local  Municipality 

Annual  Financial  Statements  for  Ehe  /ear  ended  30  June  2013 

Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand 


27*  Property  rates 
Rates  received 


Residential 

Commercial 

Slate 

Small  holdings  and  farms 

Less-  In  mine  forgone  {Indigent  subsidies} 


Valuations 


Heading 

Residential 

Commercial 

Government 

Municipal 

Small  holdings  and  farms 


44,320,214 

37,21 1 .571 

52,393,OR7 

30.697.906 

39.057.775 

15,073.141 

4.777.004 

3.301  832 

- 

(833,579) 

140,553,140 

91,450,921 

R 

R 

’000 

000 

7,053,780 

5.012.148 

2,177.620 

1 ,687.759 

1.744.953 

651.435 

757,046 

669.028 

3,901,570 

2,811,401 

15,634,977 

11,451,771 

Ia',d  f"1  are  performed  every  four  years.  The  retest  general  valuation  came  into  effect  on  1  July 

™  . Uf  11°?'. af-  proc0SSKd  nn  3"  anndal  basis  lo  lake  into  account  changes  in  individual  progeny  values  due  to 


alterations  and  subdivisions, 


A  general  rata  of  R0.008034  {2017:  RO  0070)  is  applied  to  residential  and  small  holding  property  valuatiuns  to  determine 
25%)Snabaie  to  pensioners5  °  R4Dm°  {201 7:  R22|000)  arfi  3ran^ to  residential  properties  and  a  further  25%  (2017. 

A  general  rate  of  R0.024102  [2017:  RO.OZ32)  is  applied  to  business,  industrial,  commercial  and  public  service  infrastructure 
infraal^ura^nly5  °  detem**  assessfn«nt  rates.  Rebates  of  75%  (2017:  50%)  are  granted  to  public  service 

RetatesfoF al^ ff?n  1 7° r '*  3pplieTd  t0  f3rm  propertV  valuations  lo  determine  assessment  rates. 

?!  &5fL'  ^2?t7  65J'L3re  flranCed  t0  farmers,  The  rebates  granted  to  farmers  are  done  in  accordance  with  Section 
21  Of  the  Municipal  Property  Rates  Act  [Act  no  5  Of  2004).  ^curaance  witn  section 

Ra!pS  ff™rs  ^nd  national  government  ore  levied  on  an  annual  basis  with  the  final  date  for  payment  being  7  August 

Trul m  °  hCr  ™“™rB  are  tevied  on  a  m°n(Wy  basis  with  the  final  date  for  paymen /before  the  Hh  oflach 

terest  at  pnma  plus  1  %  per  annum  (2017  prime  plus  1%)  is  levied  on  rotes  oulsianding  after  the  due  date. 

The  new  general  valuation  will  he  Implemented  on  01  July  2021. 
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Annual  Financial  Statements  for  the  year  ended  30  June  2010 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2018 

2QT7 

2  8 .  G  ova  m  m  ent  g  rants  a  nd  s  ubs  idles 

Operating  grants 

Equilabla  share 

Expanded  Public  Works  Programme  GranJ 

CQGTA  (FS)  -  Financial  assistance 

Financial  Management  Gran! 

Library  Grant 

129,764,000 

1,000,000 

1,700,000 

2,500,000 

124,304,000 

1,000,000 

1,352,210 

1,625,000 

2,334.000 

134,954,000 

130,618,210 

Capital  grants 

Municipal  infrastructure  grant  (MtG) 

Department  of  Water  affairs  grant  (DWAF) 

Water  service  infrastructure  grant 

39,281.000 

2,440.517 

1 5,000,000 

36,892,000 

31,740.013 

56,729,517 

60,640,013 

191,693,517 

199,265,223 

Conditional  and  Unconditional 

Included  in  above  are  the  following  grants  and  subsidies  received; 

Conditional  grants  received 

Unconditional  grants  received 

61.929.517 

129,764.000 

74,951,223 

124,304,000 

191,693,517 

199,255,223 

Equitable  Share 

Current-year  receipts 

Conditions  met  -  transferred  to  revenue 

129.764,000 

(129.764,000) 

124,304,000 

(124,304,000) 

* 

- 

Tiie  equitable  share  allocation  was  fully  utilised  during  tbs  financial  year, 

In  terms  of  the  Constitution,  tbrg  grant  Is  used  to  subsidise  the  provision  of  basic 

services  to  indigent  community  mcmbeis. 

Municipal  Infrastructure  Grant 

Current-year  receipts 

Conditions  met  -  [ran starred  to  revenue 

39,281 ,000 
(39,251.000) 

36,892,000 

(36,892.000) 

- 

- 

This  grant  was  fully  utilised  fur  the  upgrading  of  spoils  facilities,  sanitation  (upgrading  of  waste  water  treatment  works)  and 
the  construction  of  roads  during  the  year.  ' 

Financial  Management  Grant 

Current-year  re ceipls 

Conditions  met  -  transfei  red  to  revenue 

1,7QQ,GUD 

(1,700,000) 

1.625,000 

(1.625,000) 

- 

- 

The  municipal  management  gran!  was  fully  uliirsed  during  the  financial  year. 

Expanded  Public  Works  Programme  Grant 

Current-year  receipts 

1,000.000 

1,000,000 
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Annual  Financial  Statement  for  the  year  ended  30  June  2013 

Notos  to  the  Annual  Financial  Statements 

Figures  in  Rand  2018  2017 - 

20.  G ove mmc nt  g ra nts  and  su bs id i p. b  (co nti n ucd ) 

Conditions  itiel  -  transferred  lo  revenue  (1,000.000)  (1.000,000) 


I  he  expanded  public  works  programme  grant  was  fully  utilised  during  the  financial  year 
COGTA  (F£)  -  Financial  assistance 

Current- year  receipts 

Conditions  met  -  transferred  to  revenue 


1,352,210 

[1.352,210) 


The  financial  assistance  grant  from  Free  State  Cooperative  Governance  and  Traditional  Affairs  wee  fully  ulihsed  during  Ihe 
previous  financial  year.  J 

Cupartrncnt  of  Water  Affairs  Grant  (DWAF) 


Cunent-yesr  receipts 

Conditions  met  -  Ira  referred  to  revenue 


2.448,517  31,748,013 

(2 .44B.51 7)  (31,748.013) 


T- uS  9rant  was  utilised  during  Ihc  year  for  the  upgrading  op  the  waler  infrastructure  network  to  Paul  Roux  and  Rosendal. 
Water  Services  Infrastructure  Grant 


Current-year  receipts 

Conditions  met  -  transferred  to  revenue 


15,000.000 

[15.000,000) 


The  water  service  infra slruclu re  grant  was  fully  utilised  during  [he  financial  year  for  the  upgrading  of  reserves  in  Clarens 
and  Bohtokcmg. 

Library  Grant 


Current-year  receipts 

Conditions  me!  -  transferred  to  revenue 


2,500.000  2,334.000 

(2.500,000)  (2.334.000) 


The  library  grant  v;as  fully  uiisiaed  during  the  financial  year. 
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Figures  in  Rand  2018"  2017 


28,  Government  grants  and  subsidies  (continued) 
National  Development  Electrification  Grant 


Balance  unspent  at  beginning  of  year 

Unspent  amount  recoveied  from  Equitabte  share  payment 


This  grant  were  not  utilized  during  the  year  under  review. 

Changes  in  level  of  government  grants 

Based  on  the  a  I  local  ions  set  out  in  Ihe  Division  of  Revenue  Act.  [Act  2  of  2016)  no 
government  grant  funding  are  expected  over  the  forthcoming  3  financial  years. 

29,  Employee  costs 

Basic 

Bonus 

Medical  aid  -  company  coni  ri  buttons 
GIF  company  contribution 5 
SDL 

Olher  payroll  levies 
Leave  pay  provision  charge 
Defned  contribution  plans 
Overtime  payments 
Long -service  awards 
13th  Cheques 
Acling  allowances 
Car  allowance 

Housing  benefits  and  allowances 
Group  life  insurance 
Pensionfgnd  contributions 
Other  allowances 
Telephone  allowances 
Relief  payments 


Remuneration  of  municipal  manager 

Annual  Remuneration 
Car  Allowance 
Leave  paid  out 

Coniributions  lo  ulF,  Medical  and  Pension  Funds 
Cellphone  allowance 


5, 000,  ODD 
(3,000,000) 


significant  changes  in  the  level  Of 

146,003,272 

124.091,545 

1 1 ,552,397 

9,157.548 

16.934.754 

15,074.469 

1,422,101 

1,312,583 

2.094,641 

78,416 

72,023 

3.904.725 

640,906 

3,616.777 

4,977,262 

6,040,845 

9,510.376 

558.267 

. 

4.645,147 

6,420.261 

4. 246.743 

5,275,497 

4,594,173 

523,507 

1,338.791 

273,300 

254,360 

24,392.990 

21.552.331 

423.444 

1,450,128 

332,400 

313,042 

- 

3,661,652 

234,528,232 

205,541550 

1.029.072 

1.139.589 

330,441 

447,157 

231,318 

91,305 

1,069 

17,317 

13,000 

13.000 

1,661,70a 

1,713,319 

Mi  BP  Melatseli  as  from  01  July  20 16  to  30  June  20  IS. 
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Figures  in  Rand  2013  201 7 


29,  Employee  costs  (continued) 
Remuneration  of  chief  finance  officer 


Annual  Remuneration 
Car  Allowance 
Leave  paid  out 

Contributions  Id  UIF,  Medical  and  Pension  Funds 
Cellphone  allowance 


854,077 

809,540 

285,237 

279,139 

69,656 

- 

1,735 

11.284 

12,000 

12.000 

,222.805 

1,111,969 

Mr  PD  Khiha  from  1  January  2016  to  30  June  2017. 
Re  m  u  no  rati  on  of  di  re  e  to  r  tech  ni  c  a  I 


Annual  Remuneration 
Car  Allowance 
Leave  paid  out 

Contributions  to  U1F,  Medical  and  Pension  Funds 
Cellphone  allowance 
Acting  allowance 


651,691 

217,676 


1333 

9,000 

25,979 

905,634 


Mr  AB  MasuKu  from  1  July  201b  lo  23  February  2017  end  Mr  NE  Shabalgla  from  1  October  201 7  to  30  June  2013. 
Remuneration  of  director  corporate  services 


Annual  Remuneration 
Car  Allowance 

Contributions  to  UIF,  Medical  and  Pension  Funds 
Cellphone  allowance 
Leave  paid  out 


Me  MS  Mabula  from  1  December  2017  to  30  June  2018. 

Remuneration  of  director  community  Services 

Annual  Remuneration 
Car  Allowance 
Leave  paid  out 

Contributions  to  UIF,  Medical  and  Pension  Funds 
Cellphone  allowance 


506,371 

169,304 

692 

7,000 

27,862 

711,929 


051.691 

217.676 

37,150 

1,338 

9,000 


916,855 


Mrs  MC  Scpheka  from  1  July  2015  to  30  March  2017  and  Mrs  MAS  Mosima  from  1  October  2017  to  30  June  2018. 
Remuneration  director  of  toe  a  I  ec  anomic  develop  incut 


Annual  Remuneration 
Car  Allowance 
Leave  paid  oul 

Contributions  Id  UIF,  Medical  and  Pension  Funds 
Cellphone  allowance 


144,020 

40,373 

297 

2,000 

195,490 


Mis  Gi  Hade  be  from  1  July  2015  to  28  February  2017  and  Mr  MR  Mondi  from  1  May  2018  to  30  June  2018, 


717.744 

242,316 

344.656 

13,957 

3,000 


1,326,873 


506.429 

269,250 

327,414 

15,069 

9.000 

1,427,168 


716,826 

244,510 

231,471 

13,316 

8.000 

1,264,123 
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30.  Rem  u  narati  o  n  of  cou  nd  11  ors 

2016 

Allowance 

T  ravel 

Cell  phorre 

Total 

allowance 

allowance 

Executive  Mayor 

326,414 

40,600 

867,214 

Speaker 

661,129 

_ 

40,600 

701.929 

Mayoral  executive  committee 

3.922.709 

407,896 

297,171 

4.717.776 

Councillors 

8,050.277 

793,305 

1,199.165 

10.042.747 

13,460,529 

1,231,291 

1,577,936 

18,323,666 

2017 

Allowance 

Travel 

Cel!  phone 

Tola] 

allowance 

allowance 

Executive  Mayor 

662,095 

99.935 

27,510 

709,540 

Speaker 

530.290 

00,104 

27,510 

637,912 

Chief  whip 

41.041 

10,435 

1,853 

54.279 

Chairman  Public  Accounts  committee 

39,145 

9,736 

1.853 

50,784 

Chairman  Policy  committee 

21,632 

5,406 

1.853 

26,393 

Mayoral  executive  committee 

3,445.417 

625,669 

161.768 

4  233,024 

Councillors 

5,855.390 

1,145,792 

644.504 

7,646,180 

10,896,413  1,377,349  886,8  51  1 3 ,440,6 1 6 


In -kind  benefits 

The  Mayor,  Speaker,  Chief  whip,  Chairpersons  a\  committees  and  MayoiaE  Committee  Members  are  full-lime  Each  is 
provided  wild  an  office  and  secretarial  support  at  the  cost  of  the  Council. 

The  Mayor  and  the  Speaker  each  have  the  asm  of  separate  Council  owned  vehicles  for  official  duties. 

31-  Depreciation,  impairment  and  amortisation 


fnlangibie  assets 

Property,  plant  and  equipment 

657,794 

104.762.573 

647,632 

72.673,002 

106,420,367 

73,321,534 

Also  refer  In  ihe  detail  note  on  Intangible  assels  {Note  12)  and  Properly,  planl  and  equipment  {Note  1 1)  for  the  details  on 
depmciaijon  and  impairment. 

32,  Finance  costs 

Pen  allies  and  Interest  cm  lain  payment  of  VAT 

Olher  interest  paid 

(208.966) 
21 .425,098 

5,367,069 

11,331,106 

21,216,132 

16,698,775 

33.  Debt  impairment 

Contributions  to  debt  impairment  on  consumer  debtors  and  exchange  debtors 
Contributions  to  debt  impairment  on  non-exchange  debtors 

Rad  debts  written  off 

71 .036,436 
35.954,660 
52,663,710 

22,625,223 

4.460,708 

101,332.483 

159, 854,80  E 

128,418,419 
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34,  Sulk  purchases 

Electricity 

Water 


35.  Contracted  services 
Meter  reading  sei  vices 

36,  General  expenses 

Advertising 
Assets  expensed 
Auditors  remunerahnn 
Bank  charges 
Bursaries 
Capital  prnjecls 
Chemicals 
Civic  funeral  cost 
Commission  paid 

Community  development  and  training 
Consultation  arid  professional  fees 
Consumables 
Disaster  management 
Don  a  lions 

EPWP  Grant  expenses 

Entertainment 

Fines  and  penalties 

Fuel  and  oil 

Insurance 

Lease  expenditure 

License  fees 

Management  of  landfil  srie 

Pauper  burials 

Postage  and  courier 

Printing  and  stationary 

Promotions  and  marketing 

Public  participation  expenses 

Rental  of  equipment 

Repairs  and  maintenance 

Security  (Guarding  of  municipal  property) 

Silting  allowances 

Si  a  IT  training 

Subscriptions  and  membership  fees 

Telephone  end  fax 

Travel  *  local 

Travel  -  overseas 

Uniforms 

Valuation  costs 


37.  Fa irva rue  adjustments 

Other  financial  assets  t  liabilities 
*  Investment 


2013  2017 


140.432,079  152.294.859 

2.082,657 _ - 

142,514,736  152,294,858 


3,670,634  2,521.517 


733.615 

6,500,575 
1 .627,759 
2.506,406 

1.030,943 

3.730,704 

30,222.401 

16,320,790 

4,134,419 

907,339 


656,635 

233 

1,661,033 

5,610,543 

1,570,662 

510,696 

6,102,333 

93.672 

1.757,354 

2,470,235 

909,000 

6,207,044 

4.275.935 

13.059.226 

22.049,475 

23,000 

1,632.194 

1,345,411 

3,718,670 

7,038 

4.675,353 

1,933,592 

149,513,350 


022.015 
230.238 
3,956.523 
1, 314,580 
2,516,093 
1.143.056 
3.382,439 
132,206 
2,312,911 
8,406.979 
15.313.186 
160,731 

4,258,043 

165,133 

243.601 

194.455 

8,521.527 

5.656.500 

13.952.984 

1.907.444 

6,722,217 

71,707 

2.270,707 

713.816 

350.179 

5,347,022 

19,937,706 

17,235.175 

19,029.689 

629.000 

4.225.365 

3,905.118 

1.575.507 

2,734.438 

1,600.000 

162,429,268 


114.010  76,146 
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38,  Auditors"  remuneration 


Fees 


39,  Operating  tease  income 


6,506,575  3,956.523 


Projected  income  from  operating  lease  agreements 

-  Within  one  year 

-  In  second  to  fifth  year  (inclusive) 

-  Longer  than  5  years 


2,492,424  2,828,7DE 

Rental  contracts  for  the  different  flats  (100),  vacant  land  (7)  and  houses  (160)  are  siqned  for  a  period  of  12  months 
thereafter  the  contract  is  done  on  a  month  to  month  basis,  AH  the  house  and  fiat  contracts  gel  a  month  notice  period  New 
tenants  are  normally  found  within  that  period  The  projected  income  are  thus  only  included  in  the  period  within  one  year 
Contacts  for  busrness  premeais  (7)  rental  are  signed  for  a  periods  from  3  year  te  9  years  and  11  months  Escalation  on 
these  contracts  are  done  on  an  annual  basis  linked  to  the  Nation  rate. 

40.  Cash  generated  from  operations 


531,174  51 6.4 1C 

1.961.250  2,228,889 


Deficit 

Adjustments  for: 

Depreciation  and  amortisation 

(Loss)  /  Profit  on  sale  of  assets  and  liabilities 

Gain  (loss)  on  game  stock 

Actuarial  loss  /  (gain) 

Fair  value  adjustments  on  investments 
Deht  impairment 
Movements  in  provisions 
Changes  tn  working  capital: 

Inventories 

Receivables  from  exchange  transactions 
Consumer  debtors 

Other  receivables  from  non-exchange  transactions 

Payables  from  exchange  transactions 

VAT 

Unspent  conditional  grants  and  receipts 
Provisions 


(123.995,786) 

(74.121.501) 

105,420,367 

73,321.534 

16,013,476 

(447,271) 

(293.960) 

207.515 

3,436.000 

(1.926.000) 

(114,019) 

(76,146) 

159,854.306 

128,418,419 

(20,595) 

(2,390,883) 

75.816 

(184,612) 

5.545,134 

2, 189,943 

(158,135,603) 

(123,813.936) 

(2,213,825) 

312.443 

68,531 ,304 

33,421,508 

(6.050,458) 

(6,479.021) 

- 

(5,000,000) 

728,640 

701.533 

83,676,231 

74,633,335 
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41.  Financial  instruments  disclosure 
Categories  of  financial  instruments 
201  s 

Financial  assets 


At  fair  value 

At  amortised 

At  COSt 

Total 

Othei  financial  assets 

Trade  and  other  receivables  from  exchange 
transactions 

Other  receivables  from  non-exchange  (ran sections 
Consumer  debtuis 

Cash  and  cash  equivalents 

1,602,933 

cost 

12.412,900 

2,377,248 

58,494,724 

1,630.244 

170.000 

1,662.933 
12.41 2.9  CO 

2,547.246 

53.494,724 

1,630.244 

1,852,333 

74,815,116 

170,000 

76,748,049 

Financial  liabilities 

At  amortised 

Total 

Other  financial  liabilities 

trade  and  other  payables  from  exchange  transactions 

cost 

39.612,652 

402,400.572 

39,612652 

402.400,572 

442,013,224 

442,013,224 

2017 

Financial  assets 

Other  financial  assets 

Trade  and  other  receivables  from  exchange 
transactions 

Older  receivables  from  nan-exchange  transactions 
Consumer  debtors 

Cash  and  cash  equivalents 

At  fair  value 

1,549,097 

At  amortised 
cost 

17.958,034 

163,423 

60,013,924 

181,113 

At  cost 

170.000 

Total 

1,549,007 

17,958.034 

333,423 

60,013,924 

181,119 

1,549,087 

78,31 5.500 

170,000 

80,035,597 

Financial  liabilities 

At  amortised 

Total 

Other  financial  liabilities 

Trade  and  other  payables  from  exchange  transactions 

Bank  overdraft 

cost 

41.409,208 

335.252,561 

4.239.871 

41,409,208 

335,252,561 

4,239,871 

360,901,640 

380,901,640 

78 


Drhlabeng  Locaf  Municipality 

Annual  Financial  Statements  for  the  year  ended  30  June  2016 

Notes  to  the  Annual  Financial  Statements 

Figures  m  Rand  20T7 

42.  Commitments 

Authorised  capital  and  operational  expenditure 


Capital  expenditure 

*  Property,  plant  and  equipment 

Operational  expenditure 
■  Insurance 

*  Investments  in  controlled  entities 

*  Computer  expenses 

*  Town  planning 

*  Landfill  site  manage  menl 

*  Valuation  roll  maintenance 


Total  capital  commitments 
Capilal  expenditure 
Operational  expenditure 


20.7G0.131  76,1 13.&&G 


199,745 

8,621.004 

9.128,185 

293.718 

649.000 

16,573.329 

406.363 

8,820,749 

27.056,395 

20,788,131 

76,1 13,555 

S, 320, 749 

27.056,305 

29,606,860 

103,169,950 

This  committed  expenditure  of  Ihe  following  cannot  be  determined  due  to  the  variable  nature  Of  the  contract; 


Project  Description:  Cos  Vrystoat  Grendverskuiwing.  Aqua  Transport  and  Mashinrni  Trust  -  Hire  Of  yellow  plant  and 

equipment  r 

p  reject  Va  I  u  e;  As  per  pricing  sched  u  le 

E *pe  nd  iture  to  dale;  R-  (2018)  R 11  1 42  1  SO  (20 1 7) 

Project  Do  scri  ption :  Boh  lo  kon  g  Comp  uters  -  Design  and  adml  n  ister  I  nformalion,  Communi  calio  n  and  Technology 

services 

Projecl  Value'  As  per  pricing  schedule 

E  xpenditure  to  dole :  R6  566  445  (20 1 B)  R6  see  503  (20 1 7) 

Project  Description.  Integral  Laboratories  -  Laboratory  services  for  Ihe  analysis  of  water  and  waste  water  samples 

Project  Value:  As  per  pricing  schedule 

Expe  rid  i tore  to  dal  e:  R-  (201 6)  R  248  797  (20 1 7) 

Piojeet  Description:  Hamisa  -  Supply  and  delivery  of  fuel 

Project  Value'  As  per  regulated  tariffs  by  Deportment  of  Engergy 

Expenditure  to  data;  R5  620  093  (2018)  R5  404  770  (2017) 

Project  Description:  Pumpshop  Africa  &  I  ecroveer  -  Appointment  of  service  provider  to  refurbish  maintain  supply 

deliver  and  install  electrical  and  mechanical  equipment  ’  r  *' 

Project  Value.  As  per  pricing  schedule 

Expenditure  to  dale'  R-  (2018)  R1  S23  351  (2017) 

Projeut  Daacnption:  Walking  Tall  Trading  and  Projects  -  Supply  and  Delivery  of  Personnel  Protective  Equipment 
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42.  Commitments  {continued) 


Project  Value: 


As  per  pricing  schedule 


Expenditure  to  date:  R3  34  0  854  (20 1 3)  ft  1  58 1  543  (20 1 7) 

Project  Descuption  Walking  Tail  Trading  and  Projects  ■  Events  management  services 


Project  Value: 


As  per  pricing  schedule 


Expenditure  to  date:  R7  652  732  (201 S)  ft-  (2017) 

Project  Description:  Ben  Ben  Technologies  (Ply)  Ltd  /  Proxy  Investment  (Pty>  Ltd  -  Mechanical  services  repairs  and 

maintenance  of  municipal  vehicles 


Project  Value: 


As  per  pricing  schedule 


Expend  iture  to  date :  R 1 70  352  (201  3) 


R743  213  (2017) 


Project  Description.  Radimpe  Construction  and  General  Trade  -  Supply  and  delivery  of  Electricity  Materials 


Project  Value' 


As  per  pricing  schedule 


Expei  rditure  to  date :  RO  5DS  246  (2  (1 19}  R7  3  52  526  {2t) 1 7) 


Proj'ecl  Description: 
water  purification: 

Project  Value: 


Jicama  Trading.  Blendtech  end  Born  Free  Investments  -  Supply  and  delivery  o ( chemicals  for 
As  par  pricing  schedule 


Exp en d  iture  to  date:  R 1  607  042  (20 IS)  R  2  323  1 06  (201 7) 


Project  Description: 
Unit 

Project  Value: 


Clarcns  Village  Conservancy  -  Enviromenlgl  management  and  waste  recycling  serives  at  Clarens 
As  per  pricing  schedule 


Expend  iture  to  dole:  R  ■  (26  IS)  R  73  S0 1  (20 1 7) 


Project  Description: 
solution 


Bravnlex  Hexing  -  Sourcing  of  funds,  supply,  installation  and  commissioning  of  a  smart  meterering 


Project  Value:  As  per  pricing  schedule 

Expenditure  to  date:  R-  (2013)  R-  (2017) 

Pio|ecL  Description:  Kunene  Ramapala  Inc  -  Registered  debt  collection  agency 

Project  Value:  1 0%  commission  fee 

Expo  nd  iture  to  date:  R 1  899  693  (20 1 8)  R.  (20  \  7} 

SX!  RVLo'SpeWgh  mas|aend  EiBC'riC;"  Contracto,s  ■  Mmufseiure,  supply,  delivery.  erection,  lesling  and  maintenance 

Projecl  Value:  As  per  pricing  schedule 

Expenditure  to  date:  R7  363  347  (2018)  r,  f20i  7} 

Project  Description:  {'orifl9finCC-AppQintmentofServiceProviderforProvisiDnofPhys[cajSecurityServiccs 


Project  Value;  As  perpricing  schedule 
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42.  Commitments  (continued) 

Ex  p  e  n  rfrlure  to  date.  R24  649  59 1  (201 3) 


Project  Description; 
Project  Value1 
Expenditure  to  date; 


R-  (2017) 

EMTP  Trading- Supply  and  InstalJaijon  of  a  Performance  Management  EJecironic  System 

As  per  pricing  schedule 

RG 10  016(2013)  R-  (2017) 


Project  Description:  Manna  Holdings  Appointment  of  professional  valuer  for  compilation  and  maintenance  of  (tie 

valuation  ioll  and  supplementary  valuation  roil 


Project  Value;  As  per  pricing  schedule 

Expenditu  re  to  d  ate ;  R2  2  00  855  (2  01 8) 

Operating  leases  -  as  lessee  (expense) 


R-  (2017) 


Minimum  lease  payments  due 

-  within  one  year 

-  in  second  to  fifth  year  inclusive 


328.040  1 ,936.266 

322.711 

320,040  2,258,979 


Operating  lease  paymenls  represent  rentals  payable  by  the  municipality  for  certain  of  its  computer  equipment 
The  lease  contract  will  expire  at  the  end  of  August  2018* 


and  printers. 


43.  Contingencies 


The  following  civil  cases  are  currently  being  finalised: 


Rudnat  Projects  CC: 

1  his  case  is  handled  by  Niemann  Grobbelaar  Attorneys  and  is  regarding  outstanding  paymenl  on  conlrace  Possible 
liability  of  R10Q  448, 


Telkom  Limited  SA/DLM: 

This  case  is  handled  by  Niemann  Grobbelaar  Attorneys  and  i£  regarding  a  claim  that  Telkom  lodged  against  the  Dfhtebenu 
Local  Municipality -to  the  amount  of  R141  514.  Telkom  claim  that  a  sewerage  spillage  damaged  (heir  equipment.  Possible 
liability  ol  R14  I  514, 


Udumo  Trading  147  CC: 

This  case  is  handled  hy Niemann  G robbe I aar  Attorneys  and  is  regarding  a  claim  Lhal  Udumo  Trading  lodged  against  the 
Dihlabeng  Local  Municipality  for  R3  700  QQQ.  Udumo  claim  that  ihey  completed  a  leservoir  in  Clarens  and  was  not  fully 
paid.  Possible  liability  of  R3  700  000. 

Wage  curve  agreements: 

Dihlabeng  has  not  been  task  graded  as  yet  and  therefore  the  new  T  scales  cannot  be  implemented.  No  job  grade 
evaluations  has  been  done  either  for  the  posts  at  DLM.  Since  (his  information  is  not  available  yet.  no  financial  implications 
can  be  established.  Only  after  the  job  evaluations  has  been  accepted  and  approved  by  alii  he  applicable  parties  a  financial 
implication  can  be  calculated. 


Prentec  (Ply.)  Ltd: 

This  case  is  handled  by  Niemann  Grobbelaar  Attorneys  and  is  regarding  an  outstanding  payment  for  services  rendered  by 
Prentec  (Pty)  Ltd  for  the  waste  water  project  in  Mautsendal.  J Possible  liability  of  R4  234  634, 

Damcivils  (Pty)  Ltd: 

This  case  is  hand  I  art  by  Niemann  Grobbelaar  Attorneys  and  is  regarding  an  outstanding  payment  for  services  rendered  by 
Damcivils  for  the  roads  and  stormwater  project  ire  Bsksnpark  ext  5-  Possible  liability  of  R31  925  M2. 
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43.  Contingencies  (continued) 

Soulh  African  Municipal  Workers  Union  (SAMWU)  National  Provident  Fund- 

This  case  is  handed  h y  Niemann  Grobbelaar  Inc  The  SAMWU  Provident  Fund  jS  claiming  an  amount  ol  R2  370  SOI  (or 
loss  of  income  due  to  the  fact  trial  disi  ilia  serf  employees-  changed  pension  funds.  Possible  liability  of  R2  370  301. 

MP  Mofokeng: 

PnsiSlabmyorRemmo'3""  G"°bbe'aar  Att0,reya  ant(  ,s  reganJmB  a  child  thal  well  in  an  open  manhole  and  died. 
Telkom  5A  Soc  Udt 

i  his  case  is  handled  by  Niemann  GrobbcJaar  Attorneys  and  Is  regarding  a  claim  that  Telkom  lodged  against  the  Dihiabenn 
Local  Municipality  to  the  total  amount  of  R21 1  6G9.  Telkom  claim  that  telecommunication  cables  and/or  telecommunication 
infrastructure  was  damaged  at  or  near  Stands  3Gr  GO.  102  and  145.  Faleng  tse  Ntsho,  Paul  Roux.  Possible  liability  of  R21 1 

GA  anrf  N  Schoombie; 

bSt  3nd  ,S  rc9ardinfl  “  da,m  ,or  *«<*  «  municipal  pump 

Rudnat  Projects  CC; 

and  is  re9a,d,n9  an  ou,slandin9  from  lhe  Wfltw  "™*~ 
tmendo  Inc:  Development  Agreement:  Bakenpark  Extensions  5,  6  &  7: 

.^h'\CaSe  fs  hartdTfd  by  Niemann  G rob h a laar  Attorneys  and  is  regarding  the  lodging  of  a  High  Court  Application  reoaidmn 
meappojntowurf  Bnendo  Inc  to  nullify  (he  agreement  of  the  land  availability  and  development  agreement  for  Sakenpark 

Ke  a  Dira  Con  si  ruction: 

constmefc,  of' hS^f‘*tS^T,meyS  '*  te9ar'lin0 ,he  Winlnient  of  another  service  provider  for  (he 
construction  ul  1  ,n  km  block  paved  roads  and  Storm  water  drains  in  Bohlokong;  Bethlehem. 

MVD  Xariep  Raarfgewende  Ingeneurs  CC: 

This  case  is  handled  by  Niemann  Grobbeloar  Inc  and  is  regarding  an  outstanding  payment  for  professional  sei  vices 
rendered  to  the  municipality.  Possible  liability  of  R1Q6  Of  B.  aHy  professional  sei  vlce* 

Telkom  5A  Soc  Ltd: 

This  case  is  handled  by  Niemann  Grobbelaai  Attorneys  and  is  regarding  a  claim  that  Telkom  Jodoed  a  oa  in  an  he  nihi^h^nn 

hS™iin,rI1l?  Pa  ,ty  ?  ’hE  BTount  °r  R2G  400  Telkom  cl3im  [bat  lulficommunfcation  cables  and/or  telecommunication  ** 
astruclure  was  damaged  at  or  near  Stand  400,  Falcng  tse  Ntsho,  Paul  Roux.  Possible  liability  of  R25  4S6 

MS  SfthoJe  /  Donatd  Ndwandwe; 

This  is  regarding  an  eviction  matter.  The  amount  of  R83  543  is  Claimed  from  the  municipality  for  Josses  and/or  from  the 
employee  who  wore  responsible  for  the  eviction.  The  case  is  handled  hy  Niemann  Grobbelaar 
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44.  Related  parties 
Relationships 

Municipal  ward  councillors  Mcfumahadi  General  Services  t/a  Mabuyas  Funeral 

Services  from  Councillor  MF  Mabuya 

Members  oF  key  management  All  Section  57  managers 

Council  Id  rs  All  municipal  councillors 

The  municipality  also  provides  municipal  services  to  the  Councillors  and  Section  57  managers.  These  services  ere  provided  at 
normal  terms  and  conditions  This  does  not  represent  3  significant  pad  of  I  he  income  of  the  municipality. 

Rotated  party  balances 

Amounts  included  in  Trade  receivable  regarding  related  parties 

Councillors  in  arrears  (refer  lo  Note  53)  378.443  619,946 

Related  party  transactions 

Purchases  from  (soles  to)  rotated  parties 
Mcfumahadi  General  Services  l/a  Mabuyas  Funeral  Services 

Remuneration  paid  to  related  parties 

Section  57  Managers  (refer  to  Note  29)  5.614,463 

Councilors  (refer  to  Note  30)  1 6.329 , 665 

45.  Prior  period  errors 

Duplications  were  discovered  on  the  Lend  owned  register  and  corrected 

Small  differences  between  the  detailed  asset  registers  and  the  financial  statements  were  corrected. 

The  correction  of  the  error(s)  results  in  adjustment  as  FoFinws: 

Statement  of  financial  position 
Property,  plant  and  equipment 
Opening  Accumulated  Surplus  or  Deficit 


2D17  2016 

130.594  138,694 

(138.594)  (138,594) 


14.200 


6.843,252 

13.44Q.K18 


48.  Risk  man  a  gam  ant 
Financial  risk  management 

The  municipality's  activities  expose  it  lo  3  variety  of  financial  risks:  market  risk  (including  currency  risk,  fair  value  interest 
rate  risk,  cash  flow  interest  rale  risk  and  price  risk),  credit  risk  and  liquidity  risk. 

The  municipality's  overall  risk  management  program  focuses  on  the  unpredicl  ability  of  financial  markets  and  seeks  to 
minimise  potential  adverse  effects  on  Ihe  municipality's  financial  performance.  I  ha  municipality  Lises  derivative  financial 
instruments  to  hedge  certain  risk  exposures.  Risk  management  is  earned  out  by  a  central  treasury  department  (entity 
treasury)  under  policies  approved  by  ihe  accounting  officer  Municipality  treasury  identifies,  evaluates  and  hedges  financial 
risks  in  close  co-operation  with  the  municipality's  upeaalmg  units.  The  accounting  officer  provides  written  principles  for 
overall  risk  management  as  well  as  written  policies  covering  specific  areas,  such  as  foreign  exchange  risk,  interest  rate 
risk,  credit  risk,  use  of  derivative  financial  instruments  and  non- derivative  financial  instruments,  and  investment  of  excess 
liquidity. 
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46.  Risk  management  (continued) 


Liquidity  risk 


The  municipality's  risk  !ti  liquidity  is  a  result  of  the  funds  available  to  cover  future  commitments.  the  municipality  manages 
liquidity  risk  through  an  ongoing  review  of  future  commitments  and  credit  facilities. 

I  he  table  below  analyses  the  municipality's  financial  liabilities  and  net-settled  derivative  financial  liabilities  into  relevant 
maturity  groupings  based  on  the  remaining  period  at  the  statement  of  financial  position  to  the  contractual  maturity  date.  The 
amounts  disclosed  in  the  table  are  the  contractual  undisoounted  cash  flows.  Balances  due  within  12  months  equal  their 
cany i rig  balances  as  the  impact  of  discounting  is  not  significant. 


At  30  Juno  2010 

Borrowings 

Trade  end  other  payabies 
At  30  Juno  2017 
Borrowings 

Trade  and  other  payables 
Credit  risk 


Contractual 
cash  flow 

39,612,652 

402,400,572 

Contractual 
cash  flow 

41 ,409,200 
335,252,561 


Less  than  1 
year 

4,050,950 

402,400,572 

Loss  than  1 
year 

4,163.573 

335.252.561 


Between  1 
and  2  years 
4.502.076 


Between  1 
and  2  years 
3,074,254 


Between  2 
and  5  years 
16.305,921 


Between  2 
and  5  years 
14,236,329 


Over  5  years 
13.365,70* 

Over  5  years 
19.135,05^ 


Credit  risk  consists  mainly  uf  cash  deposits,  cash  equivalents,  derivative  financial  instruments  and  trade  debtors.  The 
municipality  only  deposits  cash  with  major  banks  with  high  quality  credit  standing  and  limits  exposure  to  any  one  counter- 
party. 


Trade  receivables  comprise  a  widespiead  customer  base.  Management  evaluated  credit  risk  relating  lu  customers  on  an 
ongoing  basis.  If  customers  are  independently  rated,  these  ratings  are  used.  Otherwise,  if  there  is  no  independent  rating, 
risk  control  assesses  the  credit  quality  Of  the  customer,  taking  into  account  its  financial  position,  past  experience  and  othei 
factors  Individual  risk  limits  are  set  based  on  internal  or  external  ratings  in  accordance  with  limits  set  by  the  council. 
Outstanding  accounts  are  followed  up  monthly  and  the  supply  of  electricity  accounts  not  paid  on  duo  dales  are  cut 
Immediately. 

Market  risk 

Interest  rate  risk 

The  municipality's  interest  rate  risk  arises  from  consumer  debtors.  Consumer  debtors  are  levied  at  variable  rates  expose 
Ihe  municipality  to  cash  How  interest  rate  risk.  The  interest  rate  is  linked  to  the  prime  interest  rale  and  the  risk  is  nol 
considered  to  be  material  at  this  stage.  Long  term  borrowings  was  done  at  a  fixed  rate  and  interest  rats  risk  will  not  impact 
the  financial  position  of  the  municipality. 

Price  risk 

Price  risk  is  Ihe  risk  that  the  fair  value  or  future  cash  flows  of  a  financial  instrument  will  fluctuate  because  Of  changes  in 
market  prices  (other  than  those  arising  from  interest  rate  or  currency  risk),  whether  those  changes  are  caused  by  factors 
specific  to  (he  individuat  financial  instrument  or  its  issuer,  or  factors  affecting  alt  similar  financial  instruments  traded  in  the 
market. 

The  municipality's  investments  in  equity  of  other  entities  that  are  publicly  traded  on  the  JSE,  but  does  not  have  a  material 
effect  on  the  municipality's  income, 

47.  Going  concern 

We  draw  attention  to  the  fact  that  at  30  June  2016.  the  municipality  had  incurred  a  not  loss  of  K  128,995.706  [2017: 
R74.121 .500)  during  the  year  and  that  Ihe  municipality's  total  liabilities  exceed  its  currant  assets  by  R38 1.374,913  (2017: 

R  254 .65 1,1 69).  In  addition,  the  municipality  owed  Eskom  R  196,737,501  {2017:  R  172,364,929)  at  30  June  2018  which  is 
long  overdue.  The  municipality  is  nol  able  to  limeously  recover  outstanding  amounts  from  consumer  debtors  and  this  Is 
resulting  in  Ihe  inability  to  pay  their  suppliers  within  the  30  day  time  period. 
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47.  Going  concern  (continued) 

The  annual  financial  statements  havt-i  been  prepared  on  the  basis  of  accounting  policies  applicable  to  a  going  concern.  This 
basis  presumes  that  funds  wilt  be  available  to  finance  future  operations  and  that  the  realisation  of  assets  and  settlement  nf 
liabilities.  contingent  obligations  and  commitments  will  occur  in  the  ordinary  course  of  business. 

48.  Events  after  the  reporting  date 
There  is  no  events  after  the  reporting  date. 

49.  Unauthorised  expenditure 


Opening  balance 

Current  year  unauthorised  expenditure 

Less:  Approved  by  Council  during  the  year 

150,705.542 

160,180,789 

(139.124.051) 

67 .598 .310 
83.107,226 

171,762,280 

150,705,542 

The  reason  for  the  unauthorised  expedite  was  mainly  the  increase  in  the  provision  for  bad  debts  above  the  budgeted 
amount  Of  R5lm,  depreciation  of  R3lm  and  general  expenditure  Of  RS7m. 

50,  Fruitless  and  wasteful  expenditure 

Opening  balance 

Interest  paid  during  the  year 

Leas:  Approved  by  Council  during  the  current  year 

Less:  Interest  and  penalties  whiten  back  by  SARS  during  ihe  year 

48,677,198 
24,575,306 
(46.935,870) 
(20  fi,  966) 

26,087.544 

22.589.654 

26,107,668 

48,677,198 

Interest  and  penalties  paid  on  Eskum  and  other  creditors  occured  due  to  cash  flow  constraints  during  the  year. 

51.  Irregular  expenditure 

Opening  balance 

Add:  Irregular  Expenditure  -  current  year 

Less:  Amounts  written  off  by  Council 

35,801.460 

3.323.053 

(65,821.355) 

74,714.661 

11,176.819 

8,393,178 

85,891,400 

Analysis  of  expenditure  awaiting  approval 

Current  year  irregular  expenditure 

Conditional  grant  not  used  in  terms  of  conditions 

Prior  years  irregular  expenditure 

8.323.053 

70. 125 

U1 76,81 9 
5,000.000 
69,714,661 

8,393,178 

85391,480 

Possible  irregular  expenditure  pending  further  investigation 


Name  of  director 


Slate  institution  where  employed  Company  name 


Mr  WN  Venter 

Mr  RP  de  Koker 
Mr  CG  Higgins 
Mr  IAK  Valodia 


Pres  Slate  Education 
Free  Slate  Education 
Heallh  &  Wealth  SETA 
Competition  Tribunal 


Kcv&ie  Country  Lodge 
Richkor  (Ply)  Ltd 
Pro  Admin  (Ply)  Ltd 
Wits  Commercial  Enterprise 


Amount  of 
expenditure 

18.240 
IS. 200 

39.240 
12,500 

86,180 
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S2.  Additional  disclosure  in  terms  of  Municipal  Finance  Management  Act 
Contributions  to  organised  local  government 


Opening  balance 

1,907.070 

1,907,070 

Current  year  subscription  i  lee 

2,167,270 

1,907,070 

Previous  year  subscription  fee  adjustment 

144,937 

- 

Amount  paid  -  previous  years 

(1,000,000) 

(1 ,907,070) 

3,219,277 

1,907,070 

Audit  fees 

Opening  balance 

1.314.621 

264.450 

Current  year  subscription  i  fee 

6,502,833 

3,937,432 

Amount  paid  -  current  year 

(5  193,953) 

(2,622.811) 

Amount  paid  -  previous  years 

(1,314.621) 

(264,450) 

1,308,830 

1,314,621 

PAYE  and  UIF 

Opening  balance 

2,192.346 

2,034,803 

Current  year  subscription  /  lee 

29.643.521 

26,615,347 

Auibunl  paid  -  current  year 

(27,061 ,227) 

(24,423.002) 

Amounl  paid  -  previous  years 

(2,192,345) 

(2,034,803) 

2,532,294 

2,192,345 

Pension  and  Medical  Aid  Deductions 

Opening  balance 

5,151,769 

4.779.882 

Current  year  subscription  /  lea 

66.631,832 

58,447,864 

Amounl  paid  -  current  year 

Amounl  paid  -  previous  years 

(65,777,774) 

(5,161,769) 

(54,280,353) 

(4,785,109) 

054,050 

5,161,769 

VAT 

VAT  receivable 

20,526.620 

14,476.162 

VAT  output  payables  and  VAT  input  receivables  are  shown  in  note  16. 


Not  all  I  he  VAT  returns  have  been  submitted  by  the  due  date  Ihroughoul  the  year. 


Dihlabeng  Local  Municipality 

Annual  Financial  Statements  for  (he  year  ended  30  June  2010 


Notes  to  the  Annual  Financial  Statements 


Figures  an  Rand 

52,  Additional  disclosure  in  Lems  of  Municipal  Finance  Management  Act  (continued) 

Councillors'  arrear  consumer  accounts 

The  following  Councillors  had  anear  accounts  outstanding  for  more  than  90  days  at  30  June  2018; 

SO  June  2018 

Outstanding 

Outstanding 

Total 

less  than  90 

more  than  90 

R 

days 

days 

R 

R 

TM  Mafokeng 

1,003 

412 

2,405 

PD  Lengioabala 

1  S.472 

130.133 

145.605 

KJ  Ralhebe 

0.764 

85.756 

94,520 

□  B  Michaels 

3,096 

1,236 

4,332 

TMH  Mofokeng 

6,764 

122,622 

131,566 

36,089 

340,359 

378,448 

30  June  2017 

Outstanding 

Outstanding 

Total 

less  than  90 

more  than  90 

R 

days 

days 

R 

R 

ME  Lekhoa 

2,571 

37,013 

39,564 

PD  Lengoabala 

25,622 

200.076 

225,700 

J  Nlilapu 

2,497 

36.069 

33.566 

MF  Mabuya 

4.259 

56.698 

00  957 

MA  Maleka 

1,343 

462 

1.805 

EM  Me&wili 

3,679 

82,551 

66.430 

TJ  Mbambi 

72 

28 

100 

Tl  Mofokeng 

2. 220 

18,979 

21,199 

TM  Mofokeng 

1,976 

4.435 

6.411 

TMH  Mofokeng 

2.287 

5,689 

7,976 

MA  Motaung 

408 

2.1 79 

2.557 

IMP  Moiaung 

6.285 

4,140 

12.425 

ET  Motloung 

3,073 

24,054 

27. 127 

MK  Mlhornbeni 

3.337 

4,946 

B,285 

MV  Olifant 

3DB 

90 

396 

JM  Radebe 

2,155 

32.041 

34.196 

ME  Sempe 

2.033 

23.817 

30.850 

TJ  Tseki 

3.454 

6,078 

0,532 

DL  Xaba 

2.323 

3,377 

5,700 

72,100 

547,746 

619,846 

During  the  year  (he  following  Councillors'  had  arrear  accounts  outstanding  for  more  (ban  90  days 

3D  June  2018 

Highest 

Aging 

outstanding 

(in  days) 

amount 

TM  Mofokeng 

2,405 

120 

PD  Leiiyoabala 

145,605 

120 

KJ  Rathebe 

96,347 

120 

DB  Michaels 

5,593 

120 

TMH  Mofokeng 

131,773 

120 

381,723 

600 

30  June  2017 

Highest 

Aging 

outstanding 

(in  days) 

amount 

ME  Lehoe 

39,584 

120 

67 
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Annual  Financial  Statements  for  the  year  ended  30  June  3016 
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52.  Additional  disclosure  in  terms  of  Municipal  Finance  Management  Act  (continued] 

PC  Lengoahala 

240. 285 

120 

J  Nhlapo 

38.586 

130 

MF  Mabuya 

64,198 

120 

MA  Maieka 

3,662 

120 

EM  Maswili 

86,430 

120 

7J  Mbambr 

4.760 

120 

Tl  Mofokeng 

31,199 

120 

TM  Mofokeng 

9,752 

120 

THM  Mofokeng 

7.976 

120 

MA  Molaung 

17.272 

120 

MD  Mctaung 

12.425 

120 

ET  MotlOung 

27.127 

120 

MK  Mlhombcni 

0.245 

120 

MV  Olifant 

5,664 

120 

JM  RadePc 

34,196 

120 

ME  Sempe 

30,650 

120 

TJ  Tseki 

12,690 

120 

QL  Xaba 

42.485 

120 

712,400 

2,260 

Supply  chain  management  regulations 

In  terms  of  seel  ion  36  of  the  Municipal  Supply  Cham  Management  Regulations  any  deviation  from  the  Supply  Chain 
Management  Policy  needs  In  he  epproved/oondoned  by  the  City  Manager  and  noted  by  Council,  The  expenses  incurred  as 
listed  hereunder  have  been  condoned. 

Incident 
Emergencies 
Sole  providers 
Impractical 

1,323,025  705,285 


1,116,422  402,464 

160.038  175,715 

45,715  127,106 


53.  Budget  differences 

Material  differences  between  budget  and  actual  amounts 

Refer  to  paragraph  2.4  of  the  Accounting  officers  report  for  the  detail  explanations  of  the  material  vauancaR 


BH 


DihJabeng  Local  Municipality 

Annual  Financial  Slatemenls  for  the  year  ended  30  Juno  201ft 

Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand 

54.  In-^ind  donations  arid  assistance 

10  laptops  were  donated  to  Cuban  students  on  17  September  2017 

100  calculators  were  donated  la  liisetsang  secondary  school  in  October  2017. 

A  total  of  750  food  parcels  were  donated  to  indigent  residents  of  Bethlehem,  Paul  Roux.  Rosendal  and  Fouriesburg 

In  January  2010,  SO  laptops  and  50  cell-phones  were  donated  to  2017  matriculants  who  performed  well  during  a  "Well  done 
function". 

In  February  2018,  a  total  of  275  pairs  Of  school  shoes  weie  donated  to  various  churches  in  Bethlehem,  Paul  Roux.  Clarens, 
Rasenrfai  and  Fouriesburg. 

1QQ  calculators  were  donated  to  Ipolokeng  Secondary  school  m  March  2018 

loan  T-shirts  were  donated  to  pupils  In  Grade  10,  1 1  and  12  during  the  career  jamboree  event  from  26-28  April  2018. 

Cash  amounl  donated  to  Big  Fellas,  Free  State  Stars,  Sandile  Makhubo,  Kananelo  Services.  Joyni  Petra  Barry  and 
Liebcnburg  Charleion. 


55,  Chan  g  0  i  n  esti  m  ate 
Provisions 

The  projected  construction  section  Inflation  percentage  was  changed  in  the  Current  year  from  4,8%  lo  4  9%  The  effect  of 
this  revision  has  increased  the  interest  paid  for  the  current  year  by  R20.596. 

56.  Deviation  from  supply  chain  management  regulations 

Paragraph  12(1  of  Government  gazette  No.  27636  issued  on  30  May  2005  states  that  a  supply  chain  management 
policy  must  provide  tor  (he  procurement  ot  goods  and  services  by  way  of  a  competitive  bidding  process. 

Paragraph  36  of  the  same  gazette  states  that  the  accounting  officer  may  dispense  with  the  official  procurement  process  in 
certain  dreum stances,  provided  that  he  records  (he  reasons  for  any  deviations  and  reports  them  to  the  next  meeting  of  the 
accounting  officer  and  includes  a  note  to  the  annual  financial  statements. 

Emergency 
Sole  provider 
Impractical 

1,323,025  G  73 .985 


1,116,422  405,004 

leo.see  173.175 

45.715  95.006 
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